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RICE SUBSECTOR UPDATE 2: EXECUTIVE SUMMARY

Purpose and Context of the Report. Thisreport isthe second and find Rice Subsector Update of
the MVE Impact Assessment Program. It will be followed by a Rice Subsector Endline at the
conclusion of APRP.

As a mgor and profitable fidd crop, rice employs many farmers, traders and mill workers, and
generates alot of revenue for farmers, traders, millers and exporters. As an important export crop, it
generates sgnificant foreign exchange-an estimated $134.3 million in 1998, $87.6 million in 1999,
$103.1 million in 2000, and $131.2 million in 2001 (first eeven months).

The MVE Impact Assessment Program subsector basdine and endiine tudies have and will use a
structure, conduct, performance (S,C,P) approach to describing and andyzing the organization,
behavior or operation, and economic performance of key input (fertilizer) and commodity (rice, cotton,
whest) subsectors in the Egyptianagricultura sector. Theinterim subsector update reportsonriceand
cotton have implicitly used S,C,P as an organizing congtruct but have not done any forma assessment
of how changesinthe organization of those subsectorsinfluencehow subsector participants behave and
how the subsector performs with reference to a number of key performance attributes: allocative
efficency, operationd efficiency, technica efficdency, progressiveness, employment, entry/participation,
market coordination, and market responsiveness/competitiveness. Rather, the purpose of the interim
subsector updates has beento document important policy and regulatory changesfrommarket year to
market year, and to examine how these have been implemented. No rigorous assessment of
performance was ever intended or attempted.

Therefore, this report summarizes key policy and regulatory measures affecting the rice subsector and
documents how the subsector responded to these measures, as well asto various exogenous events.
meacroeconomic (exchange rate) depreciation, internationa rice market conditions and prices, and
variability inrice harvests. As such, the report israther more descriptive than a dense and analytica
assessment of how performance has been explicitly (or implicitly) affected. Asagroup, the subsector
update reports (including the annual MV E or MV E/CSPP study of cotton marketing and liberdization
measures) provide avauable resurcefor those wishing to follow and understand year-to-year changes
in the rice and cotton markets and policy frameworks. The endline studies will focus more on cross-
year comparisons and apply more formdly the S,C,P framework, with itsimplicit emphass on (find)
performance assessment.

Paddy Crop, Summer 2000. The summer paddy crop was the largest on record. The MALR
reported the crop as 6.0 mmt on 1.569 million feddans, withrecord average yiedsof 3.82 mt/feddan.
The MWRI reported paddy areaat 2.02 millionfeddans, an estimate that most industry observersand
analysts consder far more accurate than the MALR figure.

Paddy Pricesin 2000/01. Aspaddy producersand tradersrealized how largethe summer 2000 crop
would be, they began to dump carryover stocks from the 1999 crop on the market. This depressed
producer prices and into-rice mill wholesde pricesin July and August 2000. As the huge 2000 crop
washarvested and beganto be sold inlate August-September, producer paddy prices declined further.



Quotes aslow as LE 350/mt were not unusud in rice producing zones. This contrasted sharply with
1999/2000 prices, which began a LE 600 or above and remained at those levels for most of that
previous marketing season.

Exports. Milled rice exports had exceeded the modern era record 1997/98 level of 409,118 mt,
reaching 755,434 mt. by the end of September 2001. During theearly monthsof themarketing season,
MALR officds made export projections of up to one millionmt, whichwerereportedinthe press. The
riceindustry anticipated exportsof 300,000 to 350,000 mt as of mid-January 2001, but implementation
of asubsidy on 23 January 2001 accelerated exports and made Egypt competitive in non-traditiona
markets, such as various COMESA countriesin Africa

Syria became Egypt’ shiggest market in 2000/01, importing 159,559 mt from both private and public
sources. Libyaimported record leves of rice in entirdly government-to-government dedls, totaling
73,052 mt. Turkey remained a key client, dthough currency devauation and chronic financid
difficulties made Turkish rice imports lower than they could have been; they reached dmost 113,000
mt. Imports of other countries on the African continent, including Sudan and Northern African
countries, reached 141,193 mt, well beyond earlier (1990s) levels.

Domestic Rice Market. Rice was plentiful and cheap in the domestic market, which probably led
to higher rice consumption levels in both urban and rural areas. There were aso reports
(unsubstantiated) that rice has beenfed to livestock insome zones. Giza 178, therice variety with the
second greatest area and output (following Sakha 101), is reserved largely for the domestic market,
athough some was shipped to Sub-Saharan Africamarkets. Itisconsderedinferior inshape (longand
thin) and color (dark), and it has a higher proportion of chalky grains than varieties such as the Sekha
series, Giza 177, and Giza 173, which meet export market standards.

Policy Intervention to Raise Producer Prices. In January 2001, HE Minister Y oussuf Wally
announced that producers would be paid LE 500/mt for paddy brought to public sector rice milling
companies, after the GOE received ginging criticiam, in the People s Assembly, of laissez-faire crop
pricing policies, that led to very low producer paddy prices. Industry participants noted that this effort
to hdp producers wastoo little, too late. They noted that three-fourths or more of the paddy is sold
shortly after the harvest, when producers need cash to reimburse agriculturd production loans, pay
workers, and cover school fees. Hence, they observed that paddy traders held most of the paddy crop
and would stand to benefit from any “producer” subsidy.

Export Subsidies. The GOE intervened in the rice export markets by offering exporters subsidies of
LE 100/mt for most varieties and LE 200/mt for Giza 178, claiming that such subsidies were needed
to counter stiff foreign competition, dumping (China), and subsidies(U.S.). Foreign importers learned
of this quickly and adjusted their offer prices downward accordingly.

At the same time, exports boomed after 23 January 2001, when the subsidies were announced,
reaching over 536,000 nt by the end of July 2001, amodernerarecord, before ending at 755,434 mt
in September.  Although there are no statistics to confirm thist, exporters report that much of the

1 MFT/GOEIC export statistics are disaggregated by country, but not by country and variety.
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expangon in exports was represented by shipments of milled Giza 178 to price-sengitive Sub-Saharan
Africanmarkets, particularly thosein COM ESA countriesthat had waived dutieson Egyptianimports.
The nearly $50/mt subsidy on Giza 178 exports made Egyptian rice competitive in these marketsthat
typically import exclusvely chesp, low-grade long grain rice from Asa.  Note also that COMESA
countries, including Egypt, do not charge import duties on products exported from member countries.

As discussed below, the subsidy issueis a politicaly sengtive one. Under WTO rules, direct export
subgdies are not permissible. Some informants did not acknowledge the subsidy at dl, preferring to
refer to it as support to growers. Thiswas clearly off the mark, as no subsidies were paid beforelate
January 2001, at which point 80% or so of farmers paddy had been sold, nearly dl a unusudly low
prices of LE 350-400/mt. Beneficiaries of rice export subsidies were wholesale paddy traders, who
had reportedly bought up and were storing much of the commercialized paddy crop, and foreign
importers and consumers. Millers and exporters were able to operate at a high leve, making most of
their money on volume of throughput and export in 2000/01, as per ton profit margins were low.

The MVE Unit was ungble to obtain any information at dl about the subsidy program from officid
sources or about the overdl magnitude of rice subsidies in 2000/01. We estimate the subsidy on all
exports gnce late January 2001 to be LE 55.0 million.  Evidently, there was never any formal
decree-only ingructions from the Minister of Economy and Foreign Trade, after decisions about the
subsdies were taken at the Cabinet leve with the full concurrence of the Ministers of Trade,
Agriculture, and Finance and the Central Bank Governor.

Policy Advocacy. Both the Rice Branch of the Ceredls Industry Chamber (EFI) and the Rice
Subcommittee of the ACC wereinstrumenta inlobbying the GOE to offer export subsidies. Although
most exporters and large commercia millers privately note that paddy prices of LE 500 are “fair” to
growers and acceptable to exporters in most years, 2000/01 was anexception. The world has been
awash in rice in 2000/01, depressing world prices to low levds and making it difficult for Egypt to
compete, even in itsmaintraditiona markets of the Eastern Mediterranean. Exporters had no interest
in advoceating a paddy support price above lower market-clearing levels (LE 350-400/mt), because
theywerehaving trouble competing before the subsidy programwasimplemented. Infact, HE Minister
Y oussuf Wally's announcement of a paddy support price of LE 500/mt, made 10 days before the
decison to implement export subsidies, led exporters to complain that higher into-mill procurement
priceswould further hamper their competitiveness. Inthat sense, one policy change (raisng “ producer”
prices) engendered another, providing the rice industry with an excdlent judtification for advocating
export subsidies. There is no evidence that the GOE announcement of a paddy support price was
designed to pave the way for export subsidies. Thisended up being an unintended consequence of the
producer price policy change.

ESA Rice Mills. The ESA rice mills obtained finance (through intervention of the FIHC) in 2000/01
to buy paddy, though actua paddy purchases were well below those in 1999/2000, a year of large-
volume purchases (of 453,000 mt) at too high prices. Note that as of 30 June 2000, approximately
haf of the paddy bought in 1999/2000 remained in ESA milling company stores.

Although there are reports of profitable operations of 2-3 ESA mills, the financid data presented are
incomplete and not fully convincing for these more successful mills It ispossiblethat other enterprises



at these mills suchasmacaroni/pastaproductionand anima feed mixing, are profitable and offset [osses
onricemillingoperations. Furthermore, the other 5-6 ESA millsare not operating profitably. Without
government to government deals, such as sde of 61,000 mt of milled rice to Libya, these ESA mills
would beindeeptrouble. They cannot competewith private sector commercid millswithout subsidies,
and FIHC guarantees that they will repay bank loans.

Outlook for 2001/02. With early estimates of cotton area planted of at least 750,000 feddans, some
producerswho grew paddy in2000 clearly shifted to cottonin2001. Nevertheless, withadhift of only
230,000 to 250,000 feddans, paddy area could remain quite large in 2001, though below the 2000
record levels. Preliminary indications are that the area cultivated to paddy fdls in the 1.1-1.3 million
feddanrange. Maizeisthe other mgor summer crop, covering aforecast 1.6-1.7 million feddans per
year, whose area could also increase at the expense of paddy, though alarge part of the maize crop
is cultivated outside the seven mgjor rice-producing governorates.

With lower planted area, paddy production will decline (3.85 to 4.81 mmt on 1.1-1.3 mill. feddans),
paddy wholesale prices should remain in the LE 500-550/mt range that prevailed over much of the
summer of 2001, and exports will not reach 2000/01 leves, but could fal anywhere in the 150,000 to
350,000 mt range. The big unknown, as usud, is carryover of summer 2000 crop paddy (and some
milled rice) into the 2001/02 marketing season. Informal estimates range from 250,000 to over one
million mt of paddy.

Egypt’ sexport competitivenesswill depend in large part upon the supply and prices of competing rice
in Eastern Mediterranean markets: U.S. Southeast medium-grainrice, Calrose, Itdianround ricesand
Audrdian and Chinese medium-grain rice. It will dso depend upon the available supply of Egyptian
rice for export, domestic price levels, and subsidiesin Egypt and competing countries.

Outlook for the Medium to Long Run. Area cultivated to rice will likdy remain in the 1.1-1.5
million feddan range during the first decade of the 21% century. The exceptiondly large area planted
to paddy in summer 2000, the huge crop, and the record high exports in 2000/01 of 755,000 mt will
be outliers, showing that 2000/01 wasanunusud year. It isunlikey, aswdl, that Szeable rice export
subsdies, totaling an estimated LE 79.1 million in 2000/01, will be paid infutureyears, though policy-
makers face an interesting dilemma.  Having expanded rice exports sgnificantly to new markets,
particularly in Sub-Saharan Africa, do they try to defend Egypt’s newly won market share through
continued subsidies? Or do they regard the 2000/01 experience in subsidizing exports as a one-off
effort to rid Egypt of large surpluses, dlowing Egyptianexportstoreturnto amore sustainable 250,000
to 350,000 mt/year range? Thedilemmaisobvioudy not just ariceissue; returnsto dternative summer
crops will gregtly affect area planted to paddy, which will in turn affect surpluses for export and
domestic paddy/rice price levels in future years. Rice production levels, prices and returns have and
will have an important impact on area planted to cotton and returns to cotton, and vice versa,

Hopefully, net returns to dternative crops, such as cotton, maize, horticultural and tree crops, sugar
beets, and oilseed crops, will be sufficiently attractive to keep paddy areafrom balooning to 2.0 million
feddans, asit did in summer 2000. Improved access to high+income country marketsfor higher velue
products, particularly horticultura productsand various processed foods, will hdp Egypt, if suchaccess
canbe negotiated bilaterdly (particularly withthe EU) and multilateraly through the next round of trade
talks.
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Over the long run (beyond 2010), it is hard to envisage rice as amagjor export crop in Egypt. Egypt
will probably maintain market shares in traditional Eastern Mediterranean markets, such as Syria,
Jordan, Lebanon, Libya and Turkey, though its shares in highly price-sengitive markets such as those
in Eastern Europe and Sub-Saharan Africa are likely to fluctuate and trend downward.

Paddy yields are projected to rise steadily at 2% per annum, as next generation, high-yidding, short-
seasonvarigiesare brought on stream (first and second generation varieties covered 82.7% of paddy
area cultivated in summer 2000). Theyidd increases will in part offset area decreases. As domedtic
population increases, domestic consumption in the aggregate will also increase, though per capita
consumption will likely remain in the 40-45 kg/person range. With aggregate domestic demand
expanding steadily (though rdativdy dowly), exports will likely decline, perhaps to the 150,000 to
250,000 mt/year range by the end of the decade (i.e., by 2010).

MALR rice researchers are experimenting with jasmine, grown on modest areas in 1999 and 2000
(466 feddans), and baldo, an Itdian variety that commands a premium in Turkey and other regiona
markets. The Rice Research Indtitute is so planning to introduce the short-season varieties Sakha
103/104 soon, falowing up on its success with Sakhas 101/102. This research is promisng and it
could, over the long-term, lead to achangein the MALR's production (varietal choice) strategy and
achange in the composition and vaue of exports, with increased exports of higher-vaue rice types.
Inthe short- to medium-run, however, it is unlikely that such types will comprise alarge proportion of
Egypt’ sriceexports. The short-season varietiesaready widely grown, Giza 178 and Sakhas 101/102,
will continue to be produced largely for the domestic market.

The fundamenta question of pricing of water, a mgor input into paddy production, is unlikely to be
addressed anytime soon, though aternative demands on limited water supplies will become gresater,
sarving to highlight the opportunity cost of growing high water-consuming crops such as rice and
sugarcane. Water useinindustry, for human consumption, for new satdlite cities and settlements away
from the Nile, and in the new lands will inexorably rise, leading to water supply constraints on
agriculturd production. The one-time perception of water abundance, buttressed by high weter levels
on Lake Nasser behind the Aswan Dam in recent years, will eventualy turn to a more redidtic
perceptionof water scarcity. While Egypt will not face by 2010 the same binding water congtraintsand
water insecurity that most of its Middle Eastern neighbors have faced for some time, policy-makerswill
need to address problems of water scarcity and optimal water use. Whether optimal water use can be
achieved solely through supply side controls and better irrigation syssem management is moot. Water
user associations, promoted by the MWRI, can help to manage supply. Market signals on both the
input and output Sdes may ultimately be required, which will affect high water-consuming crops such
asrice.

Industry Views on Palicy and Regulatory Priorities. The nascent Rice Union has il not yet been
legdlly condtituted, although the ACC and its Rice Subcommittee and the Rice Branch of the Ceredls
Industry Chamber are providing the industry with a forma mechanism for voicing their questions,
concerns, and priorities. The Rice Subcommittee|obbied effectively for implementationof rice export
subsidies. Exportersand millerswere pleased withthe program, which operated efficiently, leading to
quick disbursements of subsidy paymentsin 2000/01 (unlike the 1996/97 subsidy program).
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Exporters are also pleased withexchange rate adjustment, particularly the 5 August 2001 devauation
of theLEto4.15tothe U.S. dollar. With commercia bank rates diding to 4.20-4.23 LE to the dollar
within aweek of this announcement, further depreciation was inevitable. Infact, the Egyptianpound
was devalued again on 12 December 2001 to 4.50 to the dollar (with an alowable 3 percent band).
The devauations (and future exchange rate adjustments) will bolster exports and alow paddy buyers
to pay rice growers higher prices in 2001/02 without undermining exports.

Outgtanding Policy Agenda and Recommendations

With the Rice Subcommittee of ACC seeing eye-to-eye with the GOE on most issues in the second
half of the 2000/01 marketing season, other policy issues have faded into the background. Weraise
them below to remind readers that rice subsector liberdization is not fully complete and that severa
policy and regulatory issues have not yet been adequately addressed.

Lower the Rice Tariff. Protection of nearly 30% percent makesriceimports prohibitively expensive
inmogt years. This contributes to high consumer pricesin some years, particularly in the second half
of the marketing year (April-August). This has an especidly adverse impact on lower-income
households, for whom riceis an important staple. While most observers estimated paddy carryover
from 2000/01 into 2001/02 to be at adequeate levels, and the spring/early summer rice crisis of 1999
now seems to be a digant memory, the rice tariff issue could re-emerge during future years of short
production. Paddy pricesduring the 2001/02 marketing year started at levels of about L E 400-500/mt
in September 2001 but shot up to LE 590-630/mt by November 2001.

Thisstrong riseinpaddy pricesled large commercia millersand exportersto advocateexport subsdies
and to call for GOE permission to import paddy, without duties, and processiit for re-export. Rather
thana one-time policy exception, the GOE is advised to remove the tariff on al types of imported rice
permanently or lower it to a minimd leve (e.g., 5%). Thiswould lead to belated accomplishment of
APRP policy benchmarks designed to lower the tariff on imported rice (benchmarks A4 in tranche Il
and A4 intranchelll).

Generate Reliable Forecasts and Estimates of Paddy Area Planted and Production. The
divergence betweenthe MAL R-announced estimate of paddy area for 2000/01 and MWRI’ sand the
industry’ shigher estimate, suggest that published statiticsare unrdiable. Note, however, that theMVE
Unit, led by Dr. Morsy Fawz, worked closdly with the MALR/EAS during the summer cropping
season of 2001 to strengthen area estimates, SO some progress has beenmade onthis score. Private
traders, millers, exporters and prospective importers need reliable information on supplies (at a
minimum, production, but alsostocks) torunther businesses effectively. Knowledge of paddy and rice
gtocks is especialy deficient.

Consult thelndustry MoreCloselyon Rice Varieties. While the short-season varietiesGiza 177
and Sakha 101 have emerged as acceptabl e subgtitutesto long-preferred (longer-seasonvariety) Giza
171, the industry would like more input into key breeding decisons. Giza 178 isconsidered to be an
inferior variety, particularly indiscriminating export markets, suchas Turkey and Syria, whereimporters
inthose countries have protested that some Egyptian exporters shipped pure 178 or reportedly mixed
178 withdesired varieties, dting consumer reports of uneven cooking times and different consumption
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properties. Sakha 102 has reportedly high broken ratesin milling, and paddy yields are lower than for
Sakha 101 by six percent (though 6% higher than for Giza 177).

Strengthen Rice Situation and Outlook Reporting, I ncluding Reporting of Accurate Price
Information. There remains a dearth of useful informationfor the industry, though APRP isworking
withthe EEPC to devel op arice (and cotton) web site. Large commercid millersand exportersreport
that they ill have far better and more accurate information about the international market thanthey do
about the domestic market. They continue to questionofficid MALR gatistics on paddy ares, yields
and output, and they correctly state that thereis no rdiable source whatsoever of informationon paddy
and rice stocks, particularly carryover from one marketing year to the next.



1. INTRODUCTION

The purpose of this paper is severdfold. Firdt, it will complete the andysis of the 1999/2000 rice
marketing season begun in the Rice Subsector Basdline Update (January 2000), using a more
complete set of price and trade data, and benefitting from structured informal interviews with key
informants done in the fal of 2000 (early in the 2000/01 marketing season).

Second, the paper providesdescriptionand andlyss of developments during dmost the entire 2000/01
production/marketing season. Third, the paper offers some preliminary informeation about the 2001/02
season. The MALR announced for area planted to paddy thisyear is1.37 million feddans, well below
the record levels of the 2000 summer crop. As domestic paddy prices firmed during the summer of
2001, industry participants anticipated that farmerswould receive higher paddy prices after the harvest,
and that this would lead to higher export prices for Egyptian rice and reduced exports in 2001/02.
Domedtic paddy pricesdid rise strongly, particularly inOctober through December 2001, and exports
will likely be lower than in 2000/01, in part due to smaler marketed surplus and the fact that there will
be no export subsidy this season.

Note that this report is meant to be a sdective update of developments in the rice subsector. MVE
recommends that periodic (quarterly or semi-annud) reports on domestic subsector and industry
performance, aswel asinternationa market updates, will become aroutine output of the MALR. This
would benefit MALR, the Minigtry of Supply and Home Trade, APRP, and various private sector
clients. Notethat the APRP/RDI Unit built aweb Ste of basic rice subsector datain 2001, which can
be found at http://mww.agpolicy.com/new/ricel. Thisweb stewill be transferred to the MFT in 2002
and will have adifferent Ste address and gppearance, though the content should remain substantialy
the same. The Rice Subcommittee of the ACC is adso mesting periodicaly and preparing interna
reports on Egypt’ s rice marketing Stuation and export trends.

The organization of the subsector update report is asfollows. Chapter 2 presents dataonthe record
2000 paddy crop and points out divergences in MALR and MWRI figures. It also examines area
cultivated to short-season, hightyidding varieties during the late 1990s and in summer 2000. Chapter
3 takes an in-depth look at the operation and performance of the rice market in Egypt during the
2000/01 season, comparing it to the very different 1999/2000 season. A mgor part of thischapter is
devoted to examining into-mill wholesde paddy price and milled retail rice price increases, by
presenting avalable empiricd evidence. Chapter 4 assesses Egypt’s rice export performance in
2000/01, comparing it to the 1999/2000 marketing season. It andyzes this performance in light of
world market trends and domestic market developments. Chapter 5 examines Egypt’s changing
competitive position in each mgor market during 1999/2000 and 2000/01, as wdl as future
opportunitiesand threatsto Egypt’ smarket share. Chapter 6 describesprogressand post-privatization
problems in the operations and Holding Company management of the now eight ESA rice milling
companies. Chapter 7 summarizesprivatericeindustry viewson GOE poaliciesand regul aionsaffecting
the rice subsector.

Severa annexes provide supplementary information on rice production, milling and consumption in
Upper Egypt, updated production and trade statistics, and selected press dippings of important GOE
announcements. Annex 3 updates andysisdonein thefirst Rice Subsector Updateof changing shares
of cropped area to rice and competing summer crops, as wel asrice s profitability relaive to other
summer crops.



2. PADDY CULTIVATION AND OUTPUT IN 2000

Overdl area planted to paddy increased again by 28 percent in 2000 to an estimated 2.0 million
feddans from 1.559 million feddans (officia figure) reported for 1999. Enforcement of GOE
redrictions on paddy cultivation seems to have been lax once again in 2000, as area targets were
greatly exceeded. While unofficid estimates of areacultivated to paddy of 2.0 million feddansin 1999
appeared to have been exaggerated, this figureis entirely plausible for 2000.2 Itislikely that the 2000
paddy crop exceeded the large 1999 crop of 5.825 mmt by at leest 10%. Using MALR's average
yidd estimate of 3.83 mt/feddanfor summer 2000 and MWRI’ sarea estimate of 2.02 millionfeddans,
the estimated paddy crop size would be 7.74 million metric tons. Note that MALR reported a much
lower area estimate (1.57 million feddans) than MWRI, and a crop size of 6.0 mmt.

2.1  Digribution of Paddy Area by Governorate and Variety
2.1.1 Paddy Areaand Production by Governoratein 2000

The estimated paddy areaand yieldsfor 2000 are shown by variety for the sevenmgor rice-producing
governorates in Table 2-1. Nearly haf (47%) of the area cultivated to rice is found in only two
governorates. Dakhdia (453,893 feddans) and Kafr El Sheikh (284,434 feddans). Dakhdiadone
accounted for 28.9 percent of the estimated paddy areain 2000.

Notethat MALR estimatesof area planted to paddy in 2000 were dightly higher (0.6%) thanfor 1999.
The biggest area increases took place in Sharkia (15.1%), Beheira (16.3%) and Gharbia (8.7%).
According to MALR, dgnificant declines were registered in Kafr El Sheilkh (-8.6%), Fayoum (-
19.7%) and governorates other than the seven main rice-producing governorates (-37.4%). Despite
amild decrease in area planted to paddy in Dakhdia (-1.6%), this governorate remained the largest
producer of paddy, comprising 28.9% of total paddy area

2 See Annex 3 for a discussion of shifts among the major three summer crops—rice, cotton
and maize—during the past ten years. Focusing on the seven mgjor rice-producing governorates (six
in the Delta plus Fayoum), MALR reported paddy area for 1999, as shown in Table 2-1 was 1,476,985
feddans. By cross-checking paddy area cultivated with total summer cropped area and area allocated
to competing crops over the past severa years, it is possible that paddy area was under-estimated by
MALR and was actually 10 percent higher than their estimate. If this were the case, paddy areain
the seven magjor rice-producing governorates would be 1,624,684 feddans. Adding the 82,110 feddans
grown (illegally) in “Other” governorates (see Table 2-1) yields nearly 1.71 million feddans of paddy
area cultivated nationally in 1999. If MALR under-estimated area cultivated to paddy in Other
governorates, national paddy area could have been even higher. Assuming that MALR estimated this
Other area as only 50 percent of what was actually sown, national paddy area might have reached
1.788 million feddans. After performing these internal consistency checks, we think that it is unlikely
that paddy area exceeded 1.8 million feddansin 1999. For this to have occurred, MALR would have
had to seriously underestimate paddy areain both the major producing governorates and in areas
outside those zones where rice cultivation is not allowed, and area cultivated to other crops would
have had to drop precipitously.






Table 2-1: Final Estimatesfor the 2000 Summer Paddy Crop

Target % Area

Area Area Planted | Planted over % Change % Total Est. Yield % Change Production
Governorate (fd.) (fd.) Target over 1999 Area (mt/fd.) over 1999 (mt)
Dakahlia 275,092 453,893 65.0% -1.6% 28.9% 3.89 1.5% 1,767,459
Kafr El-Sheikh 303,778 283,434 -6.7% -8.6% 18.1% 3.88 8.9% 1,099,440
Sharkia 170,202 280,576 64.8% 15.1% 17.9% 3.83 1.4% 1,073,203
Beheira 168,125 246,584 46.7% 16.3% 15.7% 3.95 1.2% 974,007
Gharbia 48,767 166,334 241.1% 8.7% 10.6% 3.83 2.1% 636,228
Damietta 53,988 58,489 8.3% -4.6% 3.7% 3.25 -7.0% 190,265
Fayoum 17,000 28,263 66.3% -19.7% 1.8% 3.40 5.9% 96,094
Sub-Total 1,036,952 1,517,573 46.3% 2.7% 96.7% 3.85 2.5% 5,836,696
Other 15,120 51,363 239.7% -37.4% 3.3% 3.19 -6.6% 163,800
Total 1,052,072 1,568,936 49.1% 0.6% 100.0% 3.83 2.4% 6,001,180

Source MALR/CAAE




and 29.5% of total paddy production. Kafr El Sheikh, Sharkiaand Beheiraweretheother threelargest
paddy-producing governorates, cultivating 810,594 feddans of paddy (51.7% of MALR’ sestimated
total) and producing 3.147 mmt (52.4%).

Note from Table 2-1 that the actua area cultivated to paddy exceeded the GOE' starget areafor dl
governorates except for Kafr El Sheikh. Intwo of thelargest rice-growing governorates, Dakhdiaand
Sharkia, area planted exceeded the targets by 65.0% and 64.8% respectively. In Gharbia, area
cultivated was greater than the target area by 241.1%.

While overdl area cultivated to paddy rose only 0.6% from 1999 to 2000, according to MALR,
estimated national production increased by 3.0% to arecord 6.0 mmt, the largest Egyptian rice crop
on record. Nationa average yields were reported by MALR as arecord 3.83 mt/feddan, equivalent
to 9.1 mt/hectare (the highest reported yields in the world). Thisis a laudable achievement, though
there is kepticism in some quartersthat yiddshave increased as steadily as reported by MALR over
the past decade.

2.1.2 Paddy Area and Production by Variety in 2000

The MALR has aggressvely expanded area cultivated to short-seasonricevarietiesduring the past few
years in an effort to conserve water for development of new irrigated lands in Northern Sinai and
Toshka® Asshown in Table 2-2 and the accompanying pie charts (Figure 2-1), the area planted to
short-season varieties increased from only 5.0 percent in 1995 to 52.6 percent in 1998 to 81.1% in
2000. Prdiminary figures for 2001 show that the area planted to short-season varieties increased to
91.0% in 2001. The short-seasonvarietiesare dso noted for blast resstance and high yields. While
the older, long-seasonvarieties, Gizas171 and 172, areplagued by the blast and now grown ongreetly
reduced aress.

Long-Season Varieties. Table 2-2 also shows that area planted to the four long-season varieties,
Gizal71, 172, 173and 176, dropped significantly to 271,500 feddans in 2000, only 17.3% of tota
area cultivated to paddy, from 1,076,600 feddans in1997, representing 69.5% of total area. The
variety whose areawas cut back most sharply was Giza 171, the preferred variety of the export trade.
Areacultivated to Giza 171 fell from 751,000 feddansin 1997 to 171,600 feddansin 2000.*

3 These new irrigated lands will comprise about 240,000 feddans in North Sinai and 300,000
feddans in Toshka.

4 Note that Giza 171 was canceled after the 1998 summer crop season, meaning that no GOE
agency or private trader has been permitted to multiply it and sell certified seed to rice growers during
the past three seasons. Nevertheless, Giza 171 remains popular among some producers, particularly
in Sharkia, Dakhalia, and Gharbia, who retain their own seed for planting the following season.
However, Giza 171 will probably drop out entirely of the paddy crop within 2-3 years, as it has faced
major problems with rice blast and there has been rapid determination in grain quality recently.
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Table 2-2: Area Planted and Production by Rice Variety, 1997-2000
(areain '000 feddans; paddy production in '000 mt)

2000 1999 1998 1997 |
Type Area| % |Prod. | % | Area | % | Prod. % | Area | % Prod. % | Area % | Prod. % ||
L ong Season Varieties 27115| 173] o220] 154 4357| 279| 1500] 259 se09| 474 20522] 61| 1o766| 695|37218] 67
Giza171 1716| 109| 5957| 99| 3118 200| 1095| 189| 4656 380 16652| 37a| 7510| 485 26295 48.0”
Giza172 42| o3| 138 o2 99| 06| 39| os| 137 11 35| 10| 988| 64| 3259 59||
Giza 173 (Reho) 209 19| 97| 16| 484| 31| 1679| 29| 308 32| 137s| 31| sse| 36| 1907 35”
Giza176 658| 42| 2138 36| es6| 42| 2127 37| 618 50/ 2060 46| 1713] 111| 5757 10.5”
Short Season Varieties | 12719| 811| 40862| 831| 10007| 700| a2070| 723 e87] 26| 22065 s38| aee7| s01|173m8| a1
Giza175 0.0 0.0 0.0 0.0 23 0.2 70| 02 10 01| 32 04
Giza 177 2809| 179 10272] 171 2036| 188 10520| 81| 2804| 220] 10020] 225] 1683 109] so74| 109
Giza178 3863| 246| 15229| 254| 3522| 226| 13054 240| 2830| 231| 10810| 243 2086 101] 11275 204
Giza181 13| 01| 05 o0o] 02| 00 08| ool o0 0.0 00| 00 19| 01| 7s 0.1
Sekha 101 387.1| 247| 15839 264| 2229| 143 9026| 155| 427 35| 1745 39 0.0
Sakha 102 2163| 138| s517| 142| 2228| 143| es53| 147] 353 29| 1320| 30 0.0
Others 55| 16| 923 15| 37| 20| 1002] 17| 01 0.0 10| 00 59| 04| 195 o4
Filipino (IR28) 00| ool 00| oof oo| o0 00| oof 02 0.0 10| 00 07| 00| 29 o.1|
Total 1568.9| 1000 60005 1000f 1559.1| 1000| 58162| 1000] 12249| 1526 44507 1538| 15409 1301[ 54800 1317

Sources @ 1) MALR, Agricultural Economics (annual statistical report), 1995 to 1999. Starting in 1997, the MALR issued two reports, one for winter crops and the other for
summer and Nili crops.
2) MALR/CAAE data were cross-checked with MALR/ARC, National Campaign for Rice, 1996 to 2000, but some discrepancies were found.
Notes : Sakha 101/102 was introduced in 1997. Area and production for this variety are included in "Others' for 1997 only. For 1998 estimates appear separately for each

new
variety.



Giza172 was grown on 98,800 feddans in 1997 but had essentidly disappeared by 2000, planted on
only 4,200 feddans. Giza 173, the popular reho, was cultivated on 29,900 feddans in 2000, down
from 55,600 feddans in 1997, but showing no signs of disgppearing. Gizal73isgrownadmos entirely
inDamiettaand Dakhdia (90.6%). Giza 176, cultivated principaly in Fayoum and Kafr El Shelkh, was
sown on 65,800 feddans in 2000, virtualy the same asin 1999 (65,600 feddans) and 1998 (61,800
feddans).

Area cultivated to the exportable long-season varieties, Gizas 171, 172 and 173, in 2000 continued
to drop, from 449,600 feddans in 1998 (38.1% of tota rice areq), to 371,200 feddans (23.8%) in
1999, to 205,800 feddans in2000(13.1%). Thefact that thelonger-season varietiesare till cultivated
is somewhat of an embarrassment to the MALR, which canceled Giza 171 over two years ago.
Farmers continue to grow the longer-season varieties for two reasons, athough they risk rice blast
damageto their paddy. Firdt, buyers pay farmers higher prices for the longer-seasonvarieties, which
are preferred in consumption over the newer short-season varieties (especialy in export markets).
Second, milling yidds for Gizas 171, 172 and 173 are higher than for the new varieties, with lower
percentages of brokens. Thisis one reasor® why paddy traders and millers pay higher prices for the
longer-season varieties-the net outputs of the milling process (inkg. of milledrice per mt of paddy) are
higher than for the newer short-season varieties.

Keeping water consumption in rice cultivation & managegble levelsis akey consderation underlying
the promotion of short-season varieties, as bothhumanand industrid consumption of Nile river water
will only increase in the years to come, not to mention added demands coming from the new lands.
MALRbreedersaso point out that the old varietiesare prone to rice blast, while the new varietieshave
beenbred for blast res stance. Despitetheseimportant considerations, MALR breederswould bewdll
advised to pay reatively more atention to the consumption and milling characteristics of new rice
varieties, factorswhicharecritica to how the market va ues (prices) different varietiesand how traders,
millers, exporters, and consumersthink about them. These demand factors influence strongly the level
of producer returns to paddy cultivetion. If the MALR’s bottom line is to help farmers, these key
factors cannot and should not be ignored.

Short-Season Varieties. Areaplanted to Sakhas 101 and 102, introduced in 1997 on only 5,900
feddans (noted under “Others’ inTable 2-2), rose sharply to 78,000 feddans in 1998, nearly 420,000
feddans in 1999, and 603,400 feddans in 2000, comprising 38.5% of tota paddy areain 2000. This
remarkably rapid expansionisa centerpiece of the MALR’ seffortsto introduce these new highyidding
varieties as quickly as possible. Sakha 103/104 are il only planted on modest tria aress.

Taken together, Giza 177 and Giza 178 continue to be the leeding varieties, grown on 17.9 and 24.6
percent of the area cultivated to paddy in 2001. This is rdatively unchanged from 1999. The
proportion of paddy area planted to these two varieties was 46.0% in 1998, 41.4% in 1999, and
42.5% in 2000. Note, however, that the leading variety sown in 2000 was Sakha 101, which eclipsed

5 The other reason is that Gizas 171, 172 and 173 have superior color, shape, texture, and
cooking characteristics, leading to what consumers perceive as superior short-grain rice.
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Giza 178, which had been planted on the largest area, anong short-season varieties, from 1997 to
1999.°

Comparative Yields. Yiddswere higher on average for dl short-season varieties than for dl long-
season varietiesin 2000, averaging 3.92 vs. 3.40 mt/feddan.” Over the past four summer cropping
seasons, short-seasonvarietiesaveraged 3.80 mt/fd. while long-seasonvarietiesaveraged 3.46 mt/fd.,
a9.9% differentid. Note, however, that the yidd gap widened over the four years, from7.6% in 1997
to 15.4% in 2000. The yield differential in 2000 was 17.9% between Sakha 101 and Giza 171.
Clearly, short-season varieties produce higher paddy yields®

Giza 171 yidds averaged 3.52 mt/fd, over the past four years (1997-2000), the highest in the long-
season variety group. Giza 177, a short-season variety with smilar characterigtics to Giza 171,
averaged yidds of 3.59 mt/feddan, only margindly higher (2.1%). Giza 178 yields averaged 3.88
mt/fd., while Sakha 101 and 102 yiddswere 4.08 mt/fd. and 3.84 mt/fd. respectively on average over
the past three years. Sakha 101 has consstently scored the highest yields, 15.9% higher than the
average Giza 171 yields since 1998.

2.1.3 Paddy Areaand Production by Variety and Governorate in 2000

Table 2-3 shows the breakdown of paddy area cultivated by both variety and governorate. Among
the long-season varieties, Giza 171 area and production were concentrated in Sharkia (36.8%),
Dakhdia (24.1%) and Gharbia (19.4%) in 2000, as in 1999. Giza 172 areawas dmost exclusvely
in Beheaira (92.5%) in 2000, whereasit was primarily divided, nearly evenly, among Beheraand Kafr
El Sheikhin 1999. Giza 173 area was highest in Damietta (48.5%) and Dakhdia (42.1%) in 2000,
smilar to 1998 and 1999.

Among the short season varieties, Giza 177 is grown principdly in Kafr El Sheikh (34.0%), Dakhdia
(24.2%), and Sharkia (15.1%). Theleading governorate for Giza 178 is Dakhdia (57.4%), with Kafr
El Sheikh (23.3%) a digant second. Sakha 101 areais nearly equd in three leading rice-producing
governorates. Beheira (26.6%), Sharkia (26.0%) and Dakhalia (22.6%). Sakha 102 areaishighest
in Beheira (33.0%) and Sharkia (21.5%).

® Note, however, that the leading variety during the 1990s up through 1998 was Giza 171,
which was planted on 465,600 feddans (38.0% of the total) in 1998.

" The calculation of average yields for long- and short-season varieties weights the
contribution to yields of the different varieties in each category properly, as average yield equals total
production (for each category) divided by total area.

8 When comparing white rice yields (after milling), the yield advantage of the short-season
varieties shrinks somewhat. Rice milling yields are higher for long-season varieties. The proportion of
by-products is higher for the short-season varieties; these by-products have an economic value, but it
is lower than the economic vaue of milled white rice.
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Examining paddy area by governorate, Kafr El Shetkh cultivates mainly Gizas 177 and 178. Dakhlia's paddy area is devoted mainly to Giza 178 and
Sakha 101. Behera cultivates primarily

Table 2-3: Rice Area, by Variety and Major Producing Governorate, Summer 2000

('000 feddan
L ong-Season Varieties Short-Season Varieties
Sakha | Sakha Long Gr.

Governorate G171| G172 | G173 | G176 | Total G177 | G178 101 102 Other Total G181 Total
Kafr El Sheikh 013 03| 0.7 254 265 955 90.1 335 36.9 0.2 256.2 282.7
Dakahlia 41.4 -| 126 4] 58.0{ 6794 2215 87.5 184 0.4 395.7 453.7
Behera 6.5/ 39| 0.17 - 10.6f 318 108/ 1031 71.3 18.6 235.6 246.2
Sharkia 63.2 - - 0.05 63.3| 425 27.5| 100.7 46.6 0.02 217.32 280.6
Gharbia 33.3 - 2.0 - 35.3 24.5 16.9 50 39.7 - 131.1 166.4
Damietta - -| 145| 103 24.8 44 185 8.7 19 - 335 58.3
Fayoum - - - 26.1 26.1 - 0.8 0.6 0.8 - 2.2 28.3
Other Gov. 27.1 27.1 14.3 - 3 0.7 6.28 24.28 514
Total 171.6| 4.3| 29.9| 659| 2716/ 280.9| 386.1| 387.1] 216.3 255 1295.9 1567.5
% Total 10.9% | 0.3% | 1.9% | 4.2% | 17.3% | 17.9%| 24.6% | 24.7% | 13.8% | 1.6% 82.7% 100.0%

Source: Minigry of Agriculturd and Land Reclamation (MALR)



Sakhas 101 and 102. Sharkia has 46.3% of its paddy areain Sakha 101, and 23.0% in Giza 171.
Gharbia dividesits paddy areardatively evenly among four varieties. Gizas 171 & 177 and Sakhas 101
and 102.

2.2 Divergencein Estimates of Area Cultivated to Paddy

Table 2-4 shows MALR and MWRI area planted to paddy during the last 12 years. Note that the
GOE condders only the MALR figuresas officid estimates, though the MWRI estimates (made by the
Acreage Authority) indicate how large paddy crops are likely to have been and industry participants
and knowledgeable observers tend to place more credence in the MWRI estimates, which are not
published or announced by the GOE. MVE estimates that the paddy crop was planted on a larger
area, perhaps 1.7 or 1.8 million feddans, than MALR announced in 1999. The MWRI estimate for
2000 is28.6% larger at 2.02 million feddans, than the MALR estimate of 1.57 million feddans. This
isthe largest percentage divergence from1987 through 2000, the period for which data are available.
Prdiminary figuresfor 2001 show that the MALR areaestimate exceeded the MWRI estimate, for the
first time since 1994, by 4.8%.

Itis ironic that as producer freedom to choose which crops they may cultivate has increased, and as
the rice market has become increesingly liberalized, the divergencein MALR and MWRI estimates of
paddy areahasaso widened, particularly for the period 1998 to 2000. Thisincongruity isinconsstent
withtheoveral thrust of the agriculturd liberdizationprogram. Asmarketsareliberaized, governments
typicaly invest lessin controlling farmers and traders and moreinimproving agriculturd extenson and
market information, and inregulating (rather thantrying to control) markets. Better crop areaestimates,
crop production forecasts, and market information increase overdl transparency in commodity
subsectors.

Industry sources continue to observe privately that MALR rice satigtics are paliticaly manipulated.
Yiddsrise every year, even in universaly acknowledged poor crop seasons (suchas 1998), and area
estimates do not outstrip targets by too large a margin. Traders, millers and exporters note that
knowledge of domestic production, stocks and prices remains limited, which makes decisons about
how much paddy to buy when, how much to store for how long, forward sales, and investments a
guessing game. Individud traders, millers and exporters operate in an environment of incomplete
information, which heightens risks and makes other countries percelve Egyptiansuppliers as less than
fully reliable trade partners. Furthermore, policy shifts, suchasthe early January 2001 announcement
of apaddy buyingpriceof LE 500/mt and the late January 2001 announcement of rice export subsidies,
tend to destabilize the domestic market, leading to wide swings in prices and returns.

MWRI estimates of paddy areacultivated may a so be subject to some manipulation, though observers
think that the upward bias may be minimd. MWRI cdculates consumptive water use for different
crops, ad it controls irrigation water delivered by mgor irrigation channel to rice growing areas.
Although this process is becoming more scientific and precise over time, with innovations such as
telemetry, it has historicaly been crude and gpproximate. Water rel eased from the Aswan High Dam
takes about 12-14 days to come down the Nile, work its way through elaborate Delta irrigation
channels, and end up in the Mediterranean. MWRI needs to know in
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Table2-4: MWRI and MALR Estimates of Paddy Area Cultivated, 1990-2001

(areain feddans)

MWRI Estimates MALR % MWRI
Allowable |  Actual Per cent Edtimate Estimate >
Y ear Area Area Difference of Area MALR Estim.
1990 1,217,151 1,036,345 17.4%
1991 1,222,057 1,099,659 11.1%
1992 1,315,617 1,214,527 8.3%
1993 1,052,039| 1,328,263 26.3% 1,276,295 4.1%
1994 1,084,760 1,318,121 21.5% 1,377,710 -4.3%
1995 1,084,760 1,501,285 38.4% 1,400,020 7.2%
1996 1,086,530| 1,418,287 30.5% 1,405,268 0.9%
1997 1,086,530 1,565,933 44.1% 1,527,519 2.5%
1998 1,086,530| 1,500,000 38.1% 1,224,955 22.5%
1999 1,086,530| 1,788,904 64.6% 1,559,095 14.7%
2000 1,052,072 2,017,231 91.7% 1,568,936 28.6%
2001 1,067,625| 1,306,223 22.3% 1,368,883 -4.6%

Sources: MPWWR and APRP/EPIQ, Report No. 6, June 1998.
MPWWR and Water Resources Strategic Research Activity, Report No. 8, August 1996.

Notes: 1) The “MWRI” estimates for 1998 and 1999 are MVE estimates, based on informal industry
estimates (1998) and MVE's calculation of how large area cultivated might have been in 1999
(see footnote 1, first page of this chapter).
2) The “dlowable area’ for 1998 and 1999 was assumed to be equal to the area alowed in 1996
and 1997.
3) The MWRI allowable area and estimated area for 2000 and 2001 came from interna MWRI
files.

advance the cropping pattern, which is now indicative rather than controlled by the GOE, in order to
gauge water use requirements. Area planted to paddy, a high water-consuming crop, is an important
varigble in the equationfor cdculaing the volume and timing of High Dam water rleases. Since there
is inevitably unaccounted for water diverson and misuse, not fully captured in the MWRI models,
MWRI probably has anincentive to overstate, dightly, ricearea planted so that releases fromthe High
Dam balance supposed crop water use requirements.

Regardless of whichever set of figuresone choosesto believe, the accuracy and timeliness of estimates
of mgjor cultivated crop areas need to be improved. Thelargedivergence between MALR and MWRI
figures in some years suggeststhat the current data collection system could be strengthened. MVE has
worked dosdy withMALR/EAS to improve cottonyidd estimates during the 2000 and 2001 growing
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seasons (see Morsy e a., Short-Term Cotton Forecasting in Egypt, July 2000).° The approach
developed (and the lessons learned from applying this approachto cotton and wheat) was al so applied
torice (and maize) insummer 2001. Notethat USAID/Cairo procured technical assstancetoimprove
forecasts and estimates of citrusyieldsin 2001 it would be useful to find Smilar exercises for riceand
maize.

2.3 Edimated Paddy Areain 2001

Note that the preliminary area estimates of paddy areain 2001, 1.37 millionfeddans, fdl closer to the
MALR’s medium- to long-run goa of 1.0 million feddans. Industry participants place paddy areain
the 1.1 to 1.3 millionfeddan range. The large decline inarea planted to paddy in2001 reative to 1999
and 2000 reflects, however, more of a short-run response to low prices and poor returns to rice
cultivation in 2000 than alonger-run adjustment, congstent with policy-makers wishes. If returnsto
rice production are high in 2001, while returns to cotton™® and maize production are disgppointing in
2001 (as areahas increased to both dternative cropsto rice), it is not unlikely that summer 2002 will
witness a shift back to cultivaing larger areas to paddy. The cotton and rice area shifts of the last
severd yearsare reminiscent of the familiar cobweb theorem, wherelow returns to cotton in 1998 and
1999 led producers to shift to rice in 1999 and 2000, while low returns to rice in 2000 have
encouraged farmers to plant more cotton in 2001. Price swings gppear to be more volatile under the
traditional cobweb theorem, exacerbating swingsin areaand in outpu.

MALR plannersintend that nationd rice output will be maintained on alower cultivated area through
higher yidds. MALR rice breeders and agronomists report that the short-season varieties are higher
yidding than the longer-season varieties. As shown in Table 2-2, estimated 2000 yields for dl the
shorter-season varieties, induding Giza 178, Giza 181, and Sakha 101/102, are essentialy 4.0
mt/feddan or higher, while those of Giza177 lag abit a 3.78 tons per feddan. This contrasts sharply
with an estimated 3.09 for Giza 171/172 and 3.21 for the popular reho, Giza 173.

9 MVE also worked closely with MALR/EAS in 2000/01 to improve estimation of wheat
yields. See Morsy et a., Short-Term Wheat Yield Forecasting in Egypt: An Assessment, April
2001.

10 Note that cotton industry participants forecast lower seed cotton and export prices for
cotton in 2001/02, although the GOE has assured cotton producers that they will receive comparable
prices to 2000/01.
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3. OPERATION AND PERFORMANCE OF THE RICE MARKET DURING THE
2000/01 SEASON

This sectiondiscussesthe operation and performance of the rice marketing systemduring the 2000/01
season and offersafind assessment of devel opments during the 1999/2000 rice marketing and export
season (as the Rice Subsector Baseline Update of January 2000 covers only the first five months of
the 1999/2000 season).

3.1  Performanceduring the 1999/2000 Season

The Rice Subsector Basdline Update, published in January 2000, covered the 1999/2000 rice
marketing seasonthroughitsfirg 4-5months. Thefirg part of the marketing season—from mid-August
1999 to late December 1999—was characterized by highwholesde paddy prices of LE 600-700/mt,
well above the LE 450-500/mt into-mill prices of the previous year. Thereweretwo reasonsfor these
high paddy prices. Firdt, opening stocks in the 1999/2000 were far lower (at an estimated 173,600
mt milled rice equivdent) than they werein 1998/99. This was a marketing season during which the
estimated net change in stocks was -883,600 mt of milled rice equivaent (see Table 3-1), dueto the
poor 1998 crop and maessive drawing down of large stocks carried over from the 1997/98 rice
marketing season.  Second, the GOE announced minimum producer paddy prices of LE 600/mt in
August 1999, which were pad by the public and ESA mills during the first four months of the
1999/2000 marketing season.’?> The active public sector presence in the market, from the very
beginning of the 1999/2000 season, was critical inmantaining high paddy prices, despite the very large
paddy crop of nearly 1.8 mmt. The ESA and public mills ended up being the de facto
implementing agents of the GOE’ s price policy decision. Inaddition, the fact thet the rice “crigs’
of spring 1999 propelled paddy and milledrice pricesto unusudly highlevesinthe late oringand early
summer of 1999 was an additiona psychol ogica factor that probably contributedto higher early season
paddy pricesin 1999/2000 than in 1998/99.

When the RFM-HC was merged into the Food Industries Holding Company (FIHC) in December
1999, the FIHC inherited the problem of dzedble paddy stocks, bought at high prices (LE 600-
700/mt), falowing arecord harvest. By the end of thefisca year of the ESA and public mills (30 June
2000), only about hdf of the paddy procured from September to December 1999 had been milled.
The rest remained in storage. Miller stocks of this magnitude that late in the marketing season were
evidence of the fact that the public mills bought too much paddy at high

1 pyblic statements by H.E. Minister Y oussef Wally in August 1999 that farmers should
receive no less than LE 600/mt for their paddy set the general level of paddy prices early in the
1999/2000 marketing season.

12 ESA mills, obtaining bank finance through RFM-HC guarantees, bought 402,000 mt of
paddy by early December 1999 and then exited the market. Early and aggressive buying by the ESA
and public mills pushed early season paddy prices far higher in 1999/2000 than during the opening
months of the previous marketing season (1998/99), when the public and ESA mills bought only 96,300
mt.

13



Table3-1: Paddy & Rice Supply and Use Estimates, 1990/91-2001/02 (from GOE data sour ces)

Paddy Milled Rice Estim.
Year
Quantit Adj. End
Paddy y Quan. Estim. Stocks
Areal| MALR| MVE Seed Estim. | Paddy Net Avail. Avail. Estim. | Cons. | Opening | Year Calculated
Estim. Yield Paddy [ Requir | Paddy | Balanc | Milled Rice | Export | Import | Export for for Resident [ Rice Per Stocks End Changein
Yield | Adjustmt. | Prod. mt. L osses e Equivalent 5 5 S Cons. Cons. Pop. Cons. | Capita| (milled) | Stocks Stocks '000
'000 '000 mt
Year fd | mt/fd mt/fd '000 mt |'000 mt |'000 mt | '000 mt '000 mt '000 mt | '000mt ['000 mt | ‘OO0 mt | '000 mt mill. mt kg. '000 mt | '000 mt '000 mt Paddy
1990/91 1037 3.01 2.71| 2809.2 55.4| 280.9] 24729 1607.4| 136.0 2.38 75.7 1531.7 1455.1 53.50| 1476.6 27.6 25.0 35 -79.9 5.4
1991/92 1100 3.32 2.99| 3286.8 61.2 0.3] 2896.9 1883.0| 176.4 3.80 172.7 1710.3 1624.8 54.61| 1556.5 28.5 35 71.8 0.8 110.4f
1992/93 1215 3.40 3.06| 3717.9 64.6] 371.8[ 32815 2133.0) 133.2 0.06 133.1 1999.8 1899.8 55.75| 1644.7 29.5 71.8 326.9 267.8 502.9
1993/94 1282 3.43 3.09| 3957.5 69.5[ 395.8] 3492.3 2270.0] 251.7 0.09| 251.6| 20184 1917.5 56.92| 1741.6 30.6 326.9 502.8 282.5 773.5
1994/95 1378 3.52 3.17| 4365.5 70.6[ 436.6] 3858.4 2508.0] 127.8 0.34 127.5| 2380.5 2261.4] 58.10| 1847.6 31.8 502.8 916.6 617.4 1410.1
1995/96 1400 342 3.08| 4309.2 70.8| 430.9| 3807.5 2474.9| 355.2 0.80| 354.4| 21204 2014.4 59.31| 1965.6 33.1 916.6 965.4 -43.6| 1485.2
1996/97 1405 3.48 3.13| 4400.5 78.5| 440.0f 3881.9 2523.3|] 166.2 0.31 165.9| 23574 2239.5 60.44| 2142.0 35.4 965.4 1062.9 -2.5| 1635.2
1997/98 1557 3.52 3.17| 4932.6 61.7| 493.3| 4377.6 2845.4|  409.2 0.69| 408.5| 2436.9 2315.1 61.59| 2321.9 37.7] 1062.9 1056.1 -6.8| 1624.7|
1998/99 1225 3.63 2.86| 3500.0 89.7| 350.0] 3060.3 1989.2| 308.2] 38.00f 270.2 1719.0 1633.0 62.76| 2516.6 40.1f 1056.1 172.5 -883.6 265.4
1999/00 1780 3.73 3.36| 59755 101.7| 597.5| 5276.3 3429.6| 337.9 1.00| 336.9| 3092.7 2938.0 63.95| 2717.9 42.5 172.5 392.6 220.1 604.0
2000/01 2017 3.83 3.45| 6952.6 65.8] 695.3[ 6191.5 4024.5| 600.0 1.00] 599.0| 34255 3254.2 65.17| 2932.5 45.0 392.6 714.4 321.7] 1099.0
2001/02| 1306 3.83 3.45( 4501.8 75.6( 450.2] 3957.0 2584.4| 300.0 1.00( 299.0 2285.4 2171.1 66.40| 2822.2 42,5 714.4 63.3 -651.0 97.A|
*

Sources: MALR, MSHT, MWRI, CAPMAS, IFPRI Household Survey, Univ. of Arkansas Rice Study (1995), and MVE estimates.

* 2001/02 figures are MVE forecasts. Exports are a guesstimate and could end up being lower.

Notes: 1) Data are reported by production year, but the marketing year runs from 15 September of the production year to 15 September or 1 October of the following calendar year.

2) MALR production estimates are assumed to be high. They are adjusted downward by using a 10% yield correction factor. In other words, national average yields are assumed to be 90% of the
reported MALR figures. The exception is 1998/99, where the yield is calculated based on an estimated crop of 3.5 million mt (reflecting the private trade's best estimates of the size of the crop).

3) Post-harvest losses of paddy are assumed to be 10%. Some of these "losses’ to human consumption can be fed to livestock. Netting out losses yields the paddy balance from the current rice crop
(does nat include earlier year carryover).

4) Seed requirements are calculated as 50.4 kg. per feddan (or 120 kg./ha.) * the area planted in the following year. Year 2001/02 area planted is assumed to 1.3 million feddans.

5) The average (milling rate) of conversion of paddy into milled rice is assumed to be 65%. Public mills and private commercial mills sometimes obtain higher conversion rates (67-70%), but small
village mills often achieve lower rates than 65%.

6) Calendar year, rather than market year, statistics are used for imports of rice. Given the generaly negligible import volumes, this does not pose a problem. Imports for 1999/00 and 2000/01 are
assumed to be 1,000 mt.

7) Estimated quantity available for total consumption is calculated as a residual for the current year (the milled rice equivalent of the paddy balance less net exports). This estimate is then adjusted
downward for 5% losses in bagging, handling & transport of milled rice.

8) Population figures are for the resident population only, based on GOE censuses at ten-year intervals (1986, 1996). The growth rate per year was 2.085% from 1986 to 1996, and 1.9% since 1996.
9) Estimated consumption figures are from MALR Food Balance Sheets to 1994/95, calculated for 1997/98 (as the IFPRI/EIHS per capita consumption estimate * population), and interpolated for
1995/96 and 1996/97. Consumption is adjusted upward for 1998/99 to 2000/01, though assumed to fall in 2001/02 as supplies are tighter and prices higher.

10) Per capita consumption is estimated from MALR Food Balance Sheets to 1994/95, from the IFPRI EIHS for 1997/98, interpolated for 1995/96 and 1996/97, and extrapolated for 1998/99 to
2000/01. In 2001/02, per capita consumption is assumed to drop off its peak in 2000/01.
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11) Milled rice stocks at the end of the marketing year are caculated as aresidual. We assume that opening stocks in September
1990 were 25,000 mt of milled rice, equivalent to 33,000 mt of paddy. End stocks equal opening stocks + quantity available for
consumption - estimated consumption.

12) Milled rice equivalent stock changes are calculated from the table. Most stocks are stored as paddy, not milled rice, however,
so the paddy equivalent stocks can be estimated as the milled rice equivalent stocks divided by 0.65.

prices earlier in the season. Once prices dropped in the mid-summer of 2000, it became difficult for
the public/ESA millsto mill the paddy bought inthe early season profitably. The FIHC Chairman, Adel
Shahawy, went on the record with the Egyptian press, expressing his dissatisfactionwiththisinherited
gtuation.

As shown in Table 3-2and depicted in Figure 3-1, wholesdle into-mill paddy prices hit their pesksin
December 1999 and January 2000, yet remained at high levels during the five ensuing months. They
then dropped markedly (23-35%) in July-August 2000, as the record Size of the summer 2000 crop
was becoming apparent. Producers and traders began to sell 1999 paddy stocks that they had been
holding in anticipation of a seasond price run-up like the unusudly strong one of 1998/99. By mid-
summer 2000, it had become very clear that such arun-up would not take place. The mid-summer
collgpse in paddy prices set the tone for very low opening prices paid to producers and by millersto
traders in 2000/01. Opening prices in the fal of 2000 were 29-37% off their opening levels of
1999/2000 and remained low for most of the marketing season (up to June-July 2001). Pricesrose
steeply in July 2001, dropped in August (as 2000 crop year paddy was disposed), but increased
sharply in October and November 2001.

3.2 TheRice“Crisis’ of 2000/01

Asdiscussed in the Rice Subsector Baseline Update of January 2000, therice crigs of 1998/99 was
due to the small 1998 crop, leading to a spike in domestic paddy and rice pricesinthe spring of 1999.
This provided an incentive to severa traders to import Szegble quantities of Chinese rice, afirst for
Egypt. Thehigh prices, perception of scarcity, and thelargeimportsin June-July 1999 likely influenced
the mind-set of producers, traders and millers who expected high early season paddy prices in
1999/2000. If thericecrissof June-July 1999 had not taken place and been accompanied by so much
attention in the press, paddy prices in September-December 1999 would probably have been lower
than they were.

Therice crigs of 2000/01 was not one of scarcity; rather, it was one of plenty—a record paddy crop
inthe summer of 2000—and exceptionaly low producer prices. While Table 3-2 showsMVE' sbest
esimate of the range of into-mill wholesde prices, paid by commercid millers to wholesale paddy
traders, producersreceived quiteabit less, LE 20-40/mt. Table 3-2 showsthat into-mill paddy prices
had dropped 27 to 41 percent in October-December 2000 relative to September-October 1999.
Détarice producers reported recaiving paddy pricesinthe LE 350 to 400 range after the harvest, 40-
50% lower than the attractive prices of September-December 1999.

While there are no quantitative estimates of how much paddy gets sold during the first four months of
the rice marketing season (mid-August to mid-December), subsector participants estimate that early
Season sales condtitute 60-80% of farmer sles over the entire marketing season. Figures 3-2 and 3-3
show schematically MVE's best guesstimates of the seasond pattern of producer sales, wholesde
trader sdes milling activity, and exports. Much of the paddy crop issold early inthe marketing season
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to meet producers seasona expenses. paying farm labor, paying off production loans (generdly from
PBDAC), and paying school-related fees. 1n 2000/01, therefore, it is safe to assume that much of the
commercidized part of the 2000 summer
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Table 3-2: Into-Mill Wholesale Paddy Prices (L E/mt), by Variety, September 1999-November 2001

Mo./ Variety Gizal7l | Indx | Giza177 | Indx | Gizal78 | Index | Sakhalol | Index |  Sakhal2 Index
1999/2000 Marketing Year
Sep-99 - - 680-700 100 630-650 100 620-630 100 600-620 100
Oct-99 670-700 100 620-640 91 620-640 98 600-620 98 620-640 103
Nov-99 650 95 600-620 88 600-620 95 570 91 620 102
Dec-99 620-630 91 560-580 83 560-580 89 570 91 560 92
Jan-00 750 109 700-710 102 660-670 104 640-650 103
Feb-00 720-750 107 690 100 650-680 104 670 107
Mar-00 680-710 102 680 99 630 98 660-670 106
Apr-00 700 102 680 99 600-630 96 670 107
May-00 700 102 680-690 99 630-640 99 650 104
Jun-00 690-710 102 680-700 100 620-650 99 490-530 82 410-440 70
Jul-00 500-540 76 500-540 75 420-450 68 500 80 410 67
Aug-00 530 77 520 75 400-410 64 420-440 69 400 66
2000/01 Marketing Year
Sep-00 440-460 65 400-410 63 430-460 71 410 67
Oct-00 460-480 69 430-450 64 380-420 63 430-450 70 410 67
Nov-00 470-500 71 460-480 68 390-430 64 440-470 73 420 69
Dec-00 460-490 69 410-460 63 340-410 59 420-465 71 410-465 72
Jan-01 460-480 69 420-470 64 390-410 63 440-470 73 430-470 74
Feb-01 470-520 65 410-465 63 360-420 61 420-470 71 420-470 73
Mar-01 470-500 71 410-480 64 360-420 61 425-485 73 450-485 77
Apr-01 480 70 420-475 65 375-425 63 420-450 70 450 74
May-01 460 67 450-460 66 380-390 60 450-460 73 420-430 70
Jun-01 450 66 460-465 67 420-425 66 460-465 74 460-465 76
Jul-01 530 77 530-570 80 520-545 86 530-570 88 540-570 91
Aug-01* 460 67 470-490 70 390-410 63 470-490 77 440-450 73
Sept-01* 490-500 72 400-430 65 490-505 80 450-460 75
Oct-01 640-680 96 490-530 74 430-500 73 500-530 82 470-500 80
Nov-01 720-750 107 570-650 88 490-600 85 570-650 98 540-600 93

Sources: 1) Cereals Industry Chamber, Rice Branch monthly meeting notes. 2) MVE notes from interviews with rice millers and exporters.
Notes: The indexes are calculated by taking the simple mean of the range for each month and then comparing this to the base month, Oct. 1998. The prices reported are indicative and not a substitute

for

prices obtained from a scientific and representative sample. Since Giza 171 is harvested in October, there is no price quote for Sept. 1999 or Sept. 2000. There are no quotes for Sakha 102 for Jan.-

May 2000.
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* Old paddy (from the summer 2000 crop) was sold at about LE 10-20/mt higher than the new crop for the same varieties, especially in Beheira, Kafr El-Sheikh, and Gharbia. Old crop grains are
drier (low moisture rate).
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Figure 3-1: Into-Mill Wholesale Paddy Pricesfor Three Major Traded Varieties, Oct. 1998 - Nov. 2001
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Figure 3-2: Distribution of Farmer Paddy Sales and Milling in Villages, by Month

Source: Derived from informal interviews with paddy traders, village millers, and commercia millers.
Notes: The monthly percentages sum to 100% of total farmer sales and 100% of the total quantities milled by small
village mills. The estimated percentages by month should be taken asillustrative and indicative only.
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Figure 3-3: Estimated Distribution of Rice Exportsand Domestic Retail Sales
(in Urban Areas), by Month

Sources and Notes: Rice exports per month were calculated from actua CAPMAS monthly rice export data,
September 1996 through August 2001. The monthly percentages sum to 100% of total rice exports. The distribution
of domestic retail salesis derived from interviews and observation, though it should be regarded asillustrative.
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cropsold by farmers, perhaps as muchas 70-80%, was bought by wholesde traders and millersduring
the firgt four months of the marketing season. Many producers claimed that their returnswere negative.
There were dso reports of farmers feeding paddy to livestock, because buyers' offer prices were so
unaitractive.

A widespread, generdized dissati Sfactionwithlow paddy pricesprompted aPeople’ sAssembly inquiry
inearly January 2001. Severa voca M Ps chastised the Prime Minigter and the Minister of Agriculture
for abandoning farmersto the vicisstudes of the free market. The Egyptian press had afield day (see
severd aticles in Annex 4), and the GOE was dearly embarrassed by dl the negetive publicity.
Minister Waly was quick to announce (on 13 January 2001) aminimum paddy price of LE 500/mt in
support of farmers. Most millers and exporters pointed out, however, that this price was announced
too late to do much good for farmers, who had aready sold most of ther paddy earlier. Skeptics
stated that the announced higher paddy price would benefit wholesale traders, not producers, who had
accumulated Szegble stocks early in the season and were storing the paddy in anticipation of higher
into-mill wholesale prices later in the season. What these traders would receive, they clamed, wasa
windfdl gain from storing paddy for ardatively short period, thanks to ill-timed GOE intervention in
the market.

Although Minigter Wally’ sannouncement had the very short-run effect of increesing into-mill wholesale
prices, paddy prices remained soft for the fallowing five months (January to early/mid June 2001).
Private market participantsbasicadly ignored the minimum price. Very few transactions weremade at
LE 500/mt, mainly by ESA millswho were not keen to buy at inflated wholesae prices, asthey had
done early in the 1999/2000 marketing season. Unlike that season, when the ESA and public mills
obtained finance early and bought large quantities of paddy on spec, the ESA miill paddy purchasesin
2000/01 were tied tightly to specific, negotiated government-to-government rice export deals, with
Libyaand Syria being the principa dlients (see discussion in Chapter 4).

Miniger Waly' sannounced minimum price partidly defused the rice criss. Another safety vave was
the 23 January 2001 decisionby the Cabinet (with the strong backing of the Rice Subcommittee of the
ACCandthe MFT) tointroduce export subsidies on Egyptianrice, induding cargo and paddy. A short
time before this the GOE had announced that paddy exportswere permitted, largdy in reponse to the
bumper 2000 rice crop and the need to dispose of it in atimely manner.

Although not mentioned by the GOE or the press, another factor drivingthis decisonwasthe redlization
that Egyptian exports had been losing ground in the critical Turkish market to American exporters of
medium-grain rice, who had been shipping Arkansas and Louisiana paddy to Turkey for a couple of
years at deep discounts. This had cut into Egypt’s market share, while U.S. exports were higher in
1999/00 (231,000 mt) and 2000/01 (171,000 mt) reative to 1998/99 (100,000 mt). Turkey has
sgnificant ingdled rice milling capacity that the Turkish Government, under pressure from private
millers, wishes to use. Note that Egypt’ s exportsto Turkey reached 113,000 mt in 2000/01, nearly
ataningthe 1997/98 record leve of 118,000 mt, whichwasa dramatic improvement over the previous
two years (of 66,900 mt in 1998/99 and 66,400 mt in 1999/00).
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3.3  Subsidy on Rice Exportsas of Late January 2001

The MFT announcement of arice export subsidy waswe comed by exporters and millers, who cited
unusudly low world rice prices as the impetus for such ameasure. Rice export prices wereindeed as
low as they had been in fifteen years. The Rice Subcommittee of the ACC played a key role in
lobbying the GOE for this subsidy.** Severa millersand exportersrefuseto acknowledge that therewas
a direct subsidy on rice exports, preferring to cal it support to producers, who received low prices
during 2000/01.

The subsidieswere announced on 23 January 2001 and implemented as of 24 January. All milledrice,
processed from the varieties Giza 177, Sakhas 101/102, and Giza 171 and then exported, would
receive subsidy payments of LE 100/mt. Exports of milled Giza 178, a less desired export variety,
would receive subsdiesof LE 200/mt. The implementing agent for paying the subsdy was the Export
Devedopment Bank, actingon MFT indructions. Recorded rice exports between 15 January 2001 and
30 September 2001 were an estimated 599,500 mt. This provided agimulusto the market, dthough
into-mill paddy pricesremained rather low. Assuming that one-third of the subsidized rice exportswere
Giza 178, the cost of the subsidy paymentsis estimated to be LE 79.1 million or $19.97 million.**

Egyptian exporters dam that importers quickly learned of the subsidy payments and adjusted ther
offersdownward, by the amount of the subsidies, within 10 days. Ifthisistrue, the subsidiesrepresent
an indirect income trandfer to importers and foreign consumers.  Exporters report that the subsidies
alowed them to achieve arecord leve of rice exportsin 2000/01, maintain market sharesintraditiona
markets (manly in the Eastern Mediterranean), raise exportsin Eastern European and NIS markets
(where Egypt lost market share in 1999/00), and compete head-to-head with Asian rice exportersin
COMESA markets. But they insigt that their net returns are modest at $5-10/mt. Despite this claim,
participation in exporting did expand in this record export marketing season. The expansion in
participation, particularly the entry and enhanced participation of many smal exporters, is one reason
returns are low, according to the large-volume exporters. The latter clam that the hyper-competition
can beruinous, particularly whensmdl exportersfal to honor contract specifications (mixing varieties),
ship late, or do 1- 2 shipments (hoping to make akilling inthe short run) and thenexit the business. The
larger exporters claim that Egypt’ s reputation as an exporter of rice isfragile and can be undermined

13 The only written reference to the subsidy that MVE could find was in the meeting notes of
the ACC Rice Sub-Committee, dated January 31, 2001. The meeting notes stated that the rice sub-
committee had submitted a memorandum to the Minister of Economy and Foreign Trade at the time
discussing the huge losses incurred by exporters as aresult of setting 500 LE/mt as a minimum price.
Based on this memorandum, the Minister formed a committee to study the situation in the rice
market. A study was conducted, in which the Rice Sub-Committee explained that a subsidy of 100
LE/mt is necessary in order to achieve the target of exporting 400,000 mt. The subsidy was approved
by the Ministerial Cabinet on January 23, 2001.

14 The dollar value of rice export subsidies is calculated by taking exports during periods
(generaly months) of the marketing season and dividing the estimated LE subsidy cost by the LE/$
exchange rate that applied during that period. Note that USDA/FAS reported that the subsidy
payments cost the GOE less, LE 50 million, which is equivalent to about $12 million.
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by smdl, unscrupulous shippers. Whilethisistrue, established exportershavereputationsfor being able
to deliver rice to importers on a timdy bad's at far prices, clientswho prefer to use them, and well-
established market sharesin key markets. Inthe end, a competitive rice export business will reward
exporters able to ship rice that meets specificationsin atimely and reliable manner.

The contention that Egyptian rice export prices adjusted quickly downward, by the amount of the
subsidies, is patiadly borne out by the data. Tables 3-3 and 3-4 show two rice export price series:
FOB Alexandria prices for particular rice varieties and caculated unit values for Egyptian rice usng
aggregate monthly trade data (prepared by CAPMAS). The FOB Alexandria rice prices are
methodologicdly preferable, as they refer to specific rice export varieties. The unit vdues shown in
Table 3-4 are an average of al types of rice exported, including higher-grade camolino, lower-grade
naturd rice, cargo and pure brokens. Probably the best Sngle price series would be camolino grade
2, whichmade up 53.1% of rice exportsin 1998/99 and 45.9% of exportsin 2000/01 (see Table 4-7).
Thisricetypeisshipped to Turkey and traditiond Arab markets, such as Syria, Jordan, Lebanon, and

Libya

The unexpected rise in paddy and rice prices of June-Jduly 2001 caught most exportersand millers by
surprise, dthough prices appeared to moderate inearly August 2001. It suggeststhat perhagpsthe size
of the summer 2000 paddy crop was over-estimated and that wholesdetraders had drawn down more
quickly on their stocks during the course of the 2000/01 season than had been believed. It probably
a0 reflects the wide spread redization that the 2001 crop would be much smaller, as paddy was
cultivated on far lessland in 2001 (1.1-1.3 million feddans) than in 2000. With amodest 2001 crop,
exports of 500,000 mt or more of rice will most likely not be attained, with exports in the 250,000-
350,000 mt range more probable. Domestic consumptionaso expands each year, as the population
increases, as more rural consumers egt rice outside rice-growing areas, and as rice consumption
increases with rises in incomes™ Exporters correctly anticipated higher paddy prices in 2001/02,
relative to 2000/01, despite continued softness in the internationd rice market, and reduced exportsin
2001/02.

34  Rice Supply and Use during the 1990s and into 2000/01

The Rice Subsector Basdline Update report presented supply and use estimates from 1990/91 to
1998/99. Table3-1 presentsamodified set of estimatesfor the period from 1990/91 through 2000/01,
with forecasts for 2001/02. This set of rice supply and use estimates differs from the first baseline
report estimates in using the resdent Egyptian population to estimate nationd rice consumption rather
than the total Egyptian population, whichincludes some Egyptians working overseas. About 4.5% of

15 Expenditure elasticities of demand are positive for rice consumption among all groups of consumers:
rural and urban in the Deltaand in Upper Egypt, as well asin metropolitan Egypt (Cairo, Alexandria). Seethe
Rice Subsector Basdline Report, March 1999, for a discussion of rice consumption that relied heavily on IFPRI’s
demand analysis of the EIHS data.

23



the total population is non-resident for most or al of the year. This has the effect of decreasing
estimated aggregate rice consumption in Egypt.*

16 Note that resident expatriatesin Egypt consume rice as well, though it is assumed that they are
buying mainly the imported basmati and Uncle Ben' s rice and consuming relatively little Egyptian rice.
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Table 3-3: Egyptian Rice Export Prices, November 2000-December 2001

($/mt)
Gizas 177,101,102 Long-Grain Competitors
Year Thai
Giza 178 100% Thai | USLong
Cargo Cargo | Grade 5% Grain Vietnam 5%
Month | Gradel | Grade2 | Grade3 | Grade4 | Grade5 | Grade2 | Gradel | Grade?2 | Grade3 | Grade4 | Grade5 | Grade?2 B Broken 2/4 Brokens
Broken % 3% 6% 12% 15% 20% 6% 3% 6% 12% 15% 20% 6%
2000 | Nov. 263 255 238 206 237 222 218 204 196 190 194 188 281 180}
Dec. 262 247 235 220 206 237 221 212 204 198 190 185 181 264 171
2001 | Jan. 262 247 235 220 206 237 221 212 204 198 190 183 178 264 170
Feb. 265 250 240 222 225 240 225 215 210 205 193 193 186 264 162
Mar.
April 230 215 203 188 190 215 200 188 183 178 178 171 162 281 149
May 200 192 185 181 177 185 161 153 144 140 136 156 172 164 253 144I|
June 170 161 253 154
July 178 168 253 150
Aug. 172 165 270 170]
Sept. 214 206 198 194 190 206 175 167 158 153 149 175 178 173 242 174I|
Oct. 227 220 214 213 210 206 203 195 192 189 187 185 174 170 226 175|
Nov. 233 224 218 216 213 203 198 194 192 189 185 174 168 226 182
Dec. 302 295 260 203 250 235 231 210 182 176 220 192

Source: London Rice Brokers Association, Monthly Circular. Prices quoted are offers quoted at the beginning of each month.
1) Asof November 2000, LRBA began to report prices by variety. Gizas 177 and Sakha 101/102 command higher prices than Giza 178.
2) LRBA reported that in June 2001, "Current quotes vary hugely between exporters due to the disturbed state of the market and cannot sensibly be reported.”

3) There were no export price quotesin July and August 2001 (perhaps due to thinly traded volumes or export price volatility).
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Table 3-4: Monthly Volume and Value of Egyptian Rice Exports & Calculated Unit Values, September 1997 to November 2001

Value Value Quantity Unit Value Unit Value
Year ‘l Month (mill. LE) (mill. $) (mt) (LE/mt) ($/mt)

1997 IAuqust 133 3.9 10,625 1051 368
September 169 5.0 13,893 1220 359

lloctober 23.2 6.8 17,425 1329 391

INovember 405 11.9 37,385 1084 319

} December 423 124 37.765 1119 329

1998 uary 405 11.9 36,114 1121 330
IFeoruary 275 8.1 24,380 1127 332

IMarch 226 6.7 21,110 1072 315

A pril 23.0 6.8 22316 1033 304

IMay 332 9.8 34,636 960 282

June 49.4 145 43,019 1149 338

uly 312 9.2 29,048 1041 306

[August 235 6.9 23,413 1003 295

September 25 6.6 23,477 960 282

Joctober 345 10.1 39,747 868 255

INovernber 53.7 15.8 69,151 776 208

December 95.3 28.0 54,419 1750 515

1999 banuary 311 9.1 35,217 882 260
IFeoruary 35.9 106 46,058 780 229

IMarch 48.1 14.1 46,701 1029 303

pril 17.9 5.2 18,969 941 276

May 17.1 50 16,221 1056 310

[une 6.9 20 6,890 997 293

uly 7.9 23 7,406 1068 313

[August 3.4 10 3,133 1087 319

September 139 41 12,859 1079 316

loctober 416 122 43,840 948 278

INovernber 44.2 137 44,216 1000 310

lIbecember 27.9 8.2 25,357 1101 322

2000 lranuary 9.2 27 9,115 1013 296
February 20.1 5.9 20,340 989 289

March 19.8 5.8 18,553 1066 311

llApril 22.9 6.7 21,939 1045 305

lIMay 38.1 111 36,690 1038 302

loune 28.4 8.2 26,260 1080 314

louty 180 5.2 17,495 1031 208

uqust 19.4 5.6 19,295 1006 289
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Value Value Quantity Unit Value Unit Value
Y ear ‘l Month (mill. LE) (mill. $) (mt) (LE/mt) ($/mt)
lseptember 44.9 128 41,046 1093 312
lloctober 431 123 46,309 931 265
INovermber 428 120 45,588 939 264
lIbecember 54.0 14.6 57,403 o4 254
2001 loanuary 41.0 11.1 53,691 764 206
IFebruary 38.6 10.0 44,884 861 223
lImarch 26.3 6.8 34,729 757 19
fapril 336 8.7 42,351 793 206
Imay 375 97 50,159 747 193
[june 445 115 59,363 750 194
[July 84.8 21.9 109,005 778 201
August 68.4 175 85,770 798 204
September 78.1 187 101,965 765 184
loctober 25.4 6.1 31,449 807 194
[INovember 327 79 40014 217 196)

Source: CAPMAS.

Notes: 1) Calculated unit values for some months appear to be exceptionally low (October 1999) or exceptionally high (December 1998).

2) These unit values are for the predominant traded category, “rice, whether polished or not.” “Rice, brokens’, “rice, husked” and “rice, paddy” are relatively

minor traded rice categories which are not included in the aggregate volume or value data presented above. The unit value calculations are therefore for ““rice,

whether polished or not” only. If datafor the minor exported rice categories were included in the aggregate value and volume figures, the calculated unit values
would be marginally lower, as the minor types of rice are worth less.
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Asinthefirg Rice Subsector Baseline Update, MVE adjuststhe MALR yield estimates downward
by 10%, estimates paddy losses at 10%, and estimates milled rice losses at 5%. After these
adjustments, aggregate domestic rice consumptionmay betoo low. Y ear-end stocks appear to betoo
high—over 900,000 of milled rice equivaent from 1994/95 through 1997/98. It does not make sense
that producers would hold large paddy stocksyear after year, without making significant (downward)
production adjustments. It may be that domestic consumption is under-estimated during these years,
which would lower year-end stocks.)” Note that the MV E supply use table shows projected ending
stocks in 2000/01 as 714,400 mt of milled rice equivaent, or about 1.1 mmt of paddy. Most GOE
and industry participants did not expect year-end stocks to be that high; estimates clustered in the
150,000-400,000 mt range.*®

Note that MVE's figures for estimated paddy area cultivated are higher than the MALR figures for
1999/2000 and 2000/01. MVE's estimate of areais 1.78 million feddans for 1999/2000, based on
a set of consstency checks of agricultural areaand production data in Egypt and in the seven rice-
growing governorates (see Annex 3 of the Rice Subsector Baseline Update, Jan. 2000, and Chapter
2, p. 2). MVE uses the MIWR edtimate for area planted to paddy in summer 2000, 2.017 million
feddans. AsintheearlierUpdate, MALR yiddsare adjusted downward by 10% to arive at estimates
of total paddy supply and carryover stocksfromone year to the next that are moreinterndly consstent
with known and estimated use data. Despite these adjustments and cavests, the supply use data in
Table 3-1 areilludrative and should be treated with caution. Neither the MALR nor the rice industry
have any sysematic or scientific estimatesof carryover stocksor of stocks at any particular point inthe
marketing season.

Without solid, empirically based information, commodity supply and use exercises are rough
approximations of redity. The estimates we present are a useful heuristic exercise, but they can
certainly be improved upon. A first step in the improvement process should be strengthening MALR
area and yidd estimates. Periodic surveys of rice producers and traders could aso be vauable in
gaining a better understanding of their storage practices and quantities of paddy in storage at particular
points during the rice marketing season.

3.5 Analysisof Seasonal Price Changesin 1999/00 and 2000/01

Asdiscussed at length in the Rice Subsector Baseline, GOE price data do not generally show avery
pronounced seasonal patternfor storable commoditiessuch asrice. Thislack of gpparent seasondlity
is counter-intuitive and does not follow what has beenobserved in many other countries. The careful
andy4 is drawn to the conclusion that officid price dataare not very reliable, perhaps collected from

17 A senior Egyptian rice researcher thinks that rural consumption adjusts from year to year asa
function of the size of therice crop. Inyears of scarcity, farmers eat lessrice. Inyears of plenty, they eat |ots of
it. Hence, any straight-line projection of per capita or aggregate domestic rice consumption is flawed;
consumption swings around a gentle upward trend line quite a bit from year to year.

Bin 2000/01, it was aleged that producers fed alot of paddy to livestock. Use of paddy as feed is not
captured in the supply and use table. If properly accounted for, feed use would lower year end stocks for
2000/01. Human consumption may also have been higher than the assumed 45.0 kg./capita.
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limited samples or by word-of-mouth and not through site vists. The most reliable monthly price data
are collected by the MSHT, whichobtains minimumand maximumwholesale and retail pricesin Cairo
and Alexandria (unpublished) and inanumber of governorates.® CAPMA Susedto collect bi-monthly
rice prices in 17 rurd governorates (see Table 4-3, p. 29 in the Rice Subsector Basdline Update,
January 2000), but this series gppears to have been discontinued after the end of 1999.

MSHT continuesto collect, but not report, average minmum and maximumwholesde and retall prices
for white rice each month in most governorates. Table 3-5 showsthese prices for the period January
1996 through May 2001 for four key urban governorates, and Figure 3-4 plots average wholesale
prices for Cairo and Alexandria® An examination of the prices in the table suggests that the MSHT
prices are gpproximations (they are usualy round numbers), which are probably not collected from a
scientific and random sample. Figure 3-4 shows a genera downward trend in wholesale prices over
the period of examination. Wholesale and retail prices were indeed highest (in nomina terms) in
1996/97 and lowest in 2000/01.

Note, however, that by November-December 2001, rice prices had increased, due to a combination
of factors. Firgt, the size of the 2001 summer paddy crop was probably smaler than announced by the
MALR and expected by traders and millers. Second, there was some speculation in October-
November 2001 that the GOE would subsidize rice exports again in 2001/02. This, dong with the
emerging perception of arather short rice crop in 2001, led paddy traders to buy up large quantities
of avalable stocks in anticipation of implidt price supports or a strong seasonal increase in prices.
Third, it has been aleged (and suggested innewspaper articles) that paddy traders were holding paddy
stocks in order to contrive scarcities and push up prices.

19 Even this price series (see Table 3-5) has reported values that are round numbers and that
(suspiciously) stay constant for months before changing.

2 The average price is the average of the maximum and minimum price for the month.
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Table 3-5: Minimum and M aximum Wholesale and Retail Rice Pricesfor Four Urban

Governorates
LE/kg
Cairo Giza Alexandria Qalubeya
Month | Wholesale | Consumer | Wholesale | Consumer | Wholesale | Consumer | Wholesale | Consumer
Low | High | Low | High | Low | High | Low | High [ Low | High [ Low | High | Low | High | Low | High

Jan. 96 110| 115 130 130
Feb. 96 110| 115 130 135
Mar. 96 110| 110| 130 130
Apr. 96 110| 115 130 130
May 96 110( 115| 135( 135 110| 110] 135| 135
June96 | 115 | 115| 120( 160 120| 125 140 140
July96 | 120 [ 120| 135| 180 130| 130| 150( 150
Aug.9 | 115 | 140| 140| 180 130( 130| 150( 150
Sep.96 | 115 | 140| 140| 180 130| 130 150( 150
Oct.96 | 110 | 140| 140| 180| 125| 125( 150( 150 130| 130] 150( 150
Nov.96 | 110 | 140( 140 180( 125 125| 140| 160| 110| 120| 130| 140| 125( 125| 140| 140
Dec.96 | 110 | 150| 140| 180( 130 130( 140| 140| 110| 120| 130| 140| 125( 125| 140 140
Jan.97 | 110 | 150( 140 180( 125 135| 140| 160| 110| 120| 130| 140| 125( 125| 140( 140
Feb.97 | 110 | 150| 140| 180( 130 140( 1240| 150 110| 130| 130| 160| 125( 125| 140( 140
Mar.97 | 120 | 160| 140 180( 125 125| 140| 170| 110| 130| 130| 160| 125 125| 140| 140
Apr.97 | 120 | 130| 140| 180 150( 150( 110| 110 130| 160| 125| 125| 130( 140
May 97 | 120 | 120( 140( 180 150( 150 110| 115 130| 175| 125| 125 140 140
June97 | 120 | 140| 140| 180 150( 150 120| 140( 140| 160| 125| 125| 140 140
July 97 | 120 | 160| 140( 180 110 120| 130( 140( 125| 125] 140| 140
Aug.97 | 120 | 120| 140| 180 110| 135| 125( 150 130| 130] 140| 140
Sep.97 | 120 | 160| 140| 180 110| 135| 125( 150 110| 110] 140| 140
Oct.97 | 120 | 160| 140| 180 100( 130| 110( 140 110| 120] 140| 140
Nov.97 | 120 | 160( 140( 180 110 130| 130( 140 100| 100] 120| 120
Dec.97 | 120 | 160| 140| 180( 130 140( 150| 170 100| 130| 110| 140| 110( 110y 130( 130
Jan.98 | 120 | 160( 140( 180 100 130| 110( 140 110| 110] 125| 125
Feb.98 | 120 | 160| 140| 180 100( 130| 110( 140 120| 120] 140| 140
Mar.98 | 110 | 160( 130( 180 100| 110| 125 140| 125( 125] 140| 140
Apr.98 | 110 | 130| 120| 140| 110| 110| 130( 170 2100| 110( 125| 140| 110| 110| 140 140
May 98 | 110 | 160| 2130 170 130( 170 90| 100| 110( 130| 105( 105¢ 120| 120
June98 | 110 | 160| 230( 170 160 | 160 90| 115/ 110( 130| 110( 110| 230| 130
July98 | 100 [ 100| 110( 170 160( 160 90| 100| 110( 130| 110( 110 2130| 130
Aug.98 | 100 | 150| 110| 170 160( 160 90| 100/ 100( 130| 110( 110| 230| 130
Sep.98 | 100 | 150| 110| 170 160 | 160 90| 100/ 100( 130| 100( 100| 110| 110
Oct. 98 90| 120| 100( 130
Nov.98 | 80 130 100( 140 100 100 120| 120 140| 140 90 90] 110| 110
Des. 98 | 80 110 100( 135 100( 150 80| 110| 100( 130 90 90] 110| 110
Jan. 99 80 110( 100( 135 100( 150 2100| 115 120| 130 90 90] 110| 110
Feb.99 | 80 110 100( 135 100( 150( 120| 140( 150| 175| 110| 110 130| 130
Mar.99 | 90 130 110{ 150 100( 150( 2100| 115 120| 130| 115| 115) 130| 130
Apr.99 | 100 | 1240| 120| 170 100( 150( 100| 115 120| 130| 120| 120| 130| 130
May 99 | 120 | 160| 130 170 130 160 2110| 155 160| 170| 150| 150| 170| 170
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Source : MSHT, “Cereas and Legumes Department”
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Cairo Giza Alexandria Qalubeya
Month | Wholesale | Consumer | Wholesale | Consumer | Wholesale | Consumer | Wholesale | Consumer
Low | High | Low | High | Low | High | Low | High | Low | High | Low | High | Low | High | Low | High

June99 | 135 | 160| 150( 180 130| 160 120( 155| 150| 160 145( 145| 160| 160
July 99 | 140 165| 150| 180 150| 170| 100| 145| 160| 170| 150| 150] 160| 160
Aug. 99

Sep. 99 | 130 145 110| 190 90| 110| 120| 140| 110| 110] 120| 120
Oct. 99 | 110 125( 125| 140 120( 120 80 90( 110| 120 110( 110|] 120| 120
Nov.99 | 105 | 115| 110| 125 120| 125( 80| 90| 120| 140 110( 110§ 120| 120
Dec. 99 | 105 115( 110 125 120( 125 80 90| 120| 140| 110( 110] 120| 120
Jan. 00 | 100 110| 110| 120 130| 130 90| 110| 110| 140| 100| 100] 110| 110
Feb. 00 | 100 110( 110| 120 110( 110 90( 110| 110| 140( 100| 100} 120| 120
Mar. 00 | 100 110( 110| 120 125( 125 90( 110| 110| 140( 110| 110} 110| 110
Apr.00 | 100 110( 110| 120 125( 125 90( 110| 110| 140( 100| 110} 110| 110
May 00 | 100 110| 120| 130 125 135 90| 110/ 110| 140| 100| 110] 110| 110
June00 | 100 110( 120| 140 125( 125| 100| 110( 125( 140| 110| 110§ 120| 120
July 00 | 100 110( 115| 125 120( 120| 100| 110( 125( 140/ 100| 100§ 110| 110
Aug. 00 | 100 110( 115| 125 120( 120| 100| 110( 125( 140 80 80| 100| 100
Sep. 00 90 100| 100| 110 120| 120 80| 100| 100| 130 85 85] 100| 100
Oct.00 | 70 80| 100| 110 120| 120( 80| 100| 100| 130( 80 80 90| 90
Nov.00 | 90 100| 110( 120 110| 115 70| 80| 90| 100 80 80 90| 90
Dec.00 | 90 100| 110( 120 100| 100( 70| 80| 90| 100f 75 75| 85| 85
Jan. 01 80 90 90| 110 100| 100 80 90| 100| 120 90 90] 100| 100
Feb.01 | 90 100| 110( 120 100| 100( 80| 90| 100| 120( 90 90| 100| 100
Mar.01 | 80 90| 90| 100 105| 105( 55 80| 80| 100f 90 90| 100| 100
Apr.01 | 70 80| 90| 100 105| 105 55 80| 80| 100f 90 90| 100| 100
May 01 | 80 90| 100| 120 100| 100f 55 80| 85| 100 80 90 90| 90
JuneO1 [ 100 | 110| 110( 130 100| 100f 55 80| 90| 100f 80 80] 90| 90
July 01 | 80 90| 100| 120 100| 100( 55 80| 90| 100f 90 90| 100| 100
Aug.01 | 80 90| 100| 120 100| 100( 55 80| 90| 100f 90 90| 110| 110
Sep.01 | 80 90| 90| 100 100| 100( 70| 90| 100| 110( 100( 100§ 110| 100
Oct.01 | 80 90| 100| 110 110| 110( 70| 90| 100| 110 80 80 90| 90
Nov. 01 | 110 130( 140| 160 110( 110| 110| 120( 130( 140/ 100| 100§ 110| 110
Dec.01 | 110 [ 130] 140] 160 130 135] 110| 120| 130| 140| 125] 125] 135] 135




Figure 3-1: Into-Mill Wholesale Paddy Pricesfor Three Major Traded Varieties,
Oct. 1998 - Dec. 2001
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4. RICE EXPORT MARKETING

41 I ntroduction and Data Sour ces

Egypt’s performance as arice exporter from the 1980s through 1997/98 is described in detail in the
Rice Subsector Basdline Study (March, 1999). The Rice Subsector Basdline Update (January,
2000) presents a detailed assessment of the 1998/99 marketing season and the firg five months of the
1999/2000 season. This section will present afina assessment of the 1999/2000 export marketing
season and an analysis of the 2000/01 season.

The most reliable source of rice export data in Egypt is the MFT/GOEIC, which reports rice export
volume (only) by country of shipment or destination and by shipper for the export marketing
year—October 1 of one year (e.g., 2000) to September 30 of the following year (e.g., 2001). These
data are assembled by GOEIC from their own records, as GOEIC coordinates inspections on al
imports and exports and must give its approval for exporters to ship. GOEIC aso periodicaly
tabulates exports by rice type, breaking exportsinto five types. camolino, natura, cargo (or brown,
semi-processedrice), 100% brokens and paddy. Thereare 5-6 grades of camolino and natura milled
rice.

GOEIC prepares 4-5 pages of riceexport statisticsat somewhat unpredictableintervas. During some
periods, GOEIC prepares a monthly report; during other periods, tabulations seem to be done bi-

weekly. GOEIC faxesitsreport to ashort list of key rice exportersand millers, public officidsin MFT
and MALR, and Holding Company officids. It is not made available to the generd public. APRP's
MVE Unit has had a difficult time obtaining this data on aregular basis. Thishasdso provento bea
problem for the RDI Unit, which has been developing a web dte for cotton and rice at
www.agpolicy.com, which will be turned over to a public agency (most likely the Egyptian Export
Promotion Center) or the ACC Rice Subcommittee once development is completed. Without regular
and timely access to rice export data, arice marketing information system will be flawed.

Wead sopresent some CAPMAS dataonrice export quantities, total values, and unit vauesby country
of shipment or destinationfor 1997/98t02000/01. CAPMA Sdatacomefrom Customsrecords. The
CAPMAS reporting year (January-December) is the calendar year, whichdoes not correspond with
how the export volume dataarereported by MSHT/GOEIC. CAPMA S doesassemble and can make
available, for a fee, aggregate monthly rice export volume and vadue data (in both LE and $), from
whichmonthly unit valuescanbe calculated. These unit values are useful as indicative prices, but they
are averages across the five types of rice noted above (and the multiple grades within camolino and
naturd). Since the CAPMAS export data are assembled by month, CAPMAS and GOEIC export
figures can be compared, though they do not match exactly (see Table 4-1).2

21 Based on his own research usi ng Egyptian trade statistics, Mohamed Omran of USAID/Cairo
(personal communication) concludes that GOEIC data are accurate for export volumes and that CAPMAS data
are subject to some (exporter) reporting lags.
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4.2  1999/2000 Marketing Season

Rice exports increased 9.6% from 1998/99 to 1999/00, athough exportsin 1999/00 trailed those in
1998/99 for most of the export marketing season (through July, as shown in Table 4-2).

Table 4-1: Rice Export Volume and Value, 1995/96 to 2000/01

Using GOEIC Data Using CAPMAS Data
Total Total Unit
Year |GOEIC |[Index | Value |Index | CAPMAS |Index | Value | Index| Value | Index
mt % |mll.$| % mt % [mll.$| % | ¥mt %
1995/96| 355,230 124.7 324,869 114.1 351

1996/97|166,163| 100| 61.8] 100| 166,032 100( 61.8] 100 372 100
1997/98|409,118| 246| 130.1| 209| 350,986/ =211| 111.6/ 181 318 85
1998/99|308,221| 185| 92.9| 149| 356,771 215| 1075 174 301 80
1999/00|{337,916] 203| 101.0/ 164| 328,792| 198| 98.3] 159 299 81
2000/01[ 755,434 455| 158.8| 263| 741,188 446] 155.8] 254| 210 57

Sources: The APRP, MVE Unit prepared this table from multiple sources. 1) GOEIC reports only export quantities.
The unit export values are cal culated from CAPMAS data on total export value.
2) CAPMAS tabulates export volume and total export value in both LE and U.S. dollars.

Notes: 1) Data are reported for market years, October of one year through September of the next.
2) The vaue of exports is based on monthly CAPMAS data. GOEIC export volumes are multiplied by
CAPMAS unit valuesto arrive at total value of exports (under “Using GOEIC Data”).
3) The vaue per mt is a calculated unit vaue, caculated across all types/grades of rice. It is not a
consistent time-series for one representative, widely traded rice type, such as camolino grade 2.
4) The choice of base year (1996/97) for calculating index values coincides with the beginning of APRP.

Use of 1995/96, when exports and export revenues were much higher, as a base year would lower the index
values.

Asof the end of March, 1999/00 exports of 172,534 mt trailed 1998/99 exports of 258,318 by over
85,000 mt. Exportsin 1999/00 ended strongly, however, with 165,362 mt (48.9% of tota exports)
being shipped from April through mid-October 2000. Notethat strong second haf export performance
is not unusua, however. Exports during the second hdf of the marketing season exceeded firgt half
exportsin both 1997/98 (55.2% of the tota after 4 April) and 2000/01, two very strong export years.

Export figures by export destination are the only breakdown available from MFT/GOEIC for the
October 1999 through September 2000 marketing season. No breakdown of exports by Egyptian
shipper seems to have been produced after 15 January 2000.%

22 A number of exporters objected to publication of exports by exporting company, so later
tabulations were not reported that particular marketing year. The breakdowns by shipper reappeared
in 2000/01 and have been tabulated and “published” ever since then.
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Table 4-2: Cumulative Rice Exports at Different Pointsin the Marketing Season, 1997/98

to 2000/01
Date 2000/01 1999/2000 1998/99 1997/98
30-Nov| 87,418 40,636 25,940
05-Jan 135,504 124,938 157,158 98,476
30-Jan 132,640 189,747 124,13}
28-Feb 237,705 147,712 215,256 138,911
17-Mar 253,747 173,405 236,354 160,982
04-Apr 270,458 173,405 258,318 183,188
15-Apr 298,995 178,002 260,318
26-Apr 307,498 212,433 278,935
02-May| 314,291 212,433 278,935 211,901
20-May 338,068 219,068 283,353 249,241
02-Jul 417,289 274,231 288,163 261,124
30-Jul 536,789 284,020 301,201 321,878
20-Aug 594,786 295,293 294,784
10-Sep 366,421
15-Oct 755,434 337,896 308,221 409,117

Source: GOEIC, MFT, Alexandria

Notes: 1) This table shows cumulative month by month exports.
2) 30-July exports for 1999/00 are through 22-July-2000.

4.2.1 Exportsby Destination

AsshowninTable 4-3, the country breakdown of exportsin 1999/00 differed in some sgnificant ways
from 1998/99. The most significant shift wasin exportsto Libya, which imported 48,007

mt of Egyptian rice in 1999/00 in government-to-government deals. The FIHC negotiated these
exports on behdf of public and ESA rice millingcompanies. Not since 1991/92, when Libyaimported
43,040 mt of Egyptianrice, had Libya been suchanimportant market. Another important development
was that Egyptian rice exports to Romania (mainly cargo) dropped 28.7% in 1999/00 to 37,331 mt
from 52,380 mt in 1998/99 (which was arecord level for EQypt before 2000/01). The man reason
for this wasthat Romaniaimported large volumes of Chinese medium-grainrice (in the form of cargo),
which was priced lower than Egyptianrice. Cargo is shipped to Romania, because the tariff on cargo
isfar lower then the tariff on imported milled (white) rice.

Changes in exportsto other countrieswereless marked. Rice exports remained at dmost exactly the
same leve for Turkey, though as a proportion of total exports, shipments to Turkey declined from
21.7% to 19.7%. Exports to Syria expanded 27.4% to 74,091 mt, making Syria the number one
degtination for Egyptian rice in 1999/00 (21.9% of total exports). Although exports to Jordan and
Lebanon fdl in 1999/00 reative to 1998/99, overdl exports to Arab 1, which includes the four
traditional Mediterranean Arab markets (Syria, Jordan, Lebanon, Paestine), increased to 101,137 mt
(30.4% of tota exports). Exportsto other African countries expanded by over
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Table 4-3: Egyptian Rice Exports by Country of Destination, 1995/96 to 2000/01

(mt
Country 1993/94| 1994/95 | 1995/96 | 1996/97 | 1997/98 | 1998/99 | 1999/00 | 2000/01

Turkey 72,514 19,739 | 42,751| 17,307 | 117,868 | 66,899 66,408| 112,949
Arab 1
Syria 101,361 | 48,428 | 55,874| 36,855( 83,483 | 58,161 74,091| 159,559
Jordan 30 1,950 | 61,500 8,375| 28,091| 19,735 14,495 24,312
Lebanon 14,901 7,173 9,926 7,924 9,704 | 13,391 9,743 14,594
Palestine 5,180 4,125 2,934 2,274 2,808 8,007
Total Arab 1 116,292 | 57,551 | 132,480 57,279 | 124,212 | 93,561 | 101,137| 206,472
Arab 2
Libya 7,310 | 22,000 | 21,400 15,000 48,007 73,052
Saudi Arabia 3,131 3,761 5,150 2,001 1,637 1,051 6,382 6,034
UAE 886 1,688 1,320 3,597 3,583 4,017 5,313 5,432
Kuwait 794 408 1,400 622 1,282 3,416
Iraqg 5,000 88
Other Arab 2 501
Total Arab 2 11,327 | 27,449 | 28,664 6,006 | 26,620 5,690 60,984 88,523
NISEE
Russia 12,179 5,917 7,797 419 538 16,310
Albania 1,850 150 ( 11,595 3,960 9,884 | 12,651 5,600 9,302
Romania 5970 | 49,199| 37,098 | 49,321 | 52,380 37,331 84,221
Bulgaria 17,931 | 10,637 8,145 | 10,266 5,735 10,627
Ukraine 8,087 9,361 | 22,244 6,721 3,478 37,703
Uzbekistan 6,150 1,384 60
Macedonia 5,000 1,000 0
Yugodavia 534 1,662 875 54 43
Hungary 1,000 632 3,570 732
Czech./Slovenia 1,950 412 1,972
Georgia 2,651 0
Moldova 43 150 475
Other NIS/EE 993
Total NISEEE 6,850 6,120 | 106,675| 71,019 | 103,541 | 86,623 52,682| 162,437
W. Europe
Spain 13,410 8,201 375 7,994 2,187 148 3,905
Switzerland 6,200
Greece/Cyprus 3,143 1,844 2,810 393 1,858 2,813 1,578 10,769
Germany 1,530 743 1,188 253
Itay 3,430 100 100 1,638 619 487
Netherlands 315 669 2,879
England 12,378
Other WE 247 400 11,104
Total WE 21,513 1844 | 17,211 1,115| 10,352 7,696 4,202 41,775
Africa
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Country 1993/94| 1994/95 | 1995/96 | 1996/97 | 1997/98 | 1998/99 | 1999/00 | 2000/01

Sudan 13,606 9,423 | 20,943 13,184 | 19,831 | 16,178 36,503 35,418
Tunisa 3,250 0
Morocco 100 220 590
Cote d'lvoire 4,501 106 19,360
Senegd 3,300 14,555
Kenya 15,575 11,565 12,524
Tanzania 18,282
Other Afr. 4,000 40,465

Total Africa 16,856 9423 | 20943| 13284 | 24332 | 39273 | 48,174 141,193
Asa

Japan 153 153 107 0.01
Totd Asa 153 153 107 132
Others

Israel 4431 | 3,057 1,356 714 651 3,214
Others 1961 | 2,652| 5,149 400 7,830 79
Total Others 6,392 5709| 6,505 0| 1114| 8481 0 3,293

Grand Totdl 251,744 | 127,835 | 355,229 | 166,163 | 408,193 | 308,223 | 333,694| 756,774

Source: GOEIC, Ministry of Foreign Trade
Notes: 1) For the year 1996/97, Romanias export figures include Hungary, and others export figures include
Morocco and Italy.
2) It appears asif some countries' exports are reported in "Others" when volumeis below 1,000 tons.
3) Exportsto other African countries for 1998/99 include 4,000 mt to South Africa.
4) The grand total for exports by country exceeds the reported total of exports by shipper for 2000/01. The
source of this discrepancy (1,340 mt) is unclear.
5) In 2000/01, Sierra Leone imported 15,402 mt. Other African countries importing that year were Guinea
(17,153 mt), Congo (3,060 mt) and South Africa (18 mt).

13,000 mt to 52,376 mt, arecord levd prior to 2000/01, mainly on the strength of increased exports
to Sudan (from 16,178 mt to 36,503 mt, also a record).

4.2.2 Export Market Shares by Company

During the 1999/00 marketing season, GOEIC did not report export shipments by company after mid-
January 2000, largely at the request of the exporters. No fina breakdown is available, except for the
private and public shares. The private share increased marginally to 92.1% from 89.1% in 1998/99.
Based oninterviewswithmost of the largest exporters, it appears asif the export shipmentsand market
shares of the largest exporters were smilar to earlier years, as shown in Table 4-4.

The largest private exporters in 1999/00 were El Fostat, Wakalex, Fresh Fruit, E| Mabrouk, and
Egyptian Traders?, combining for an estimated 178,000 mt, or 58.2% of total private sector exports.

23 Pharoan Milling Company exported more rice in 1999/00 than Egyptian Traders, but in all
other years Egyptian Traders is among the five private exporters, so we retain this firm in that group
of top five private exporting firms during the one year it was no. 6.
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Comparable figuresfor 1998/99 were 169,906 nt or 61.9% of the private sector’s share. The public
sector Rice Marketing Company shipped rdatively modest quantities both years, which would be
surpassed by awide margin in 2000/01, when it exported over 100,000 mt.

Table 4-4: Market Sharesfor the Largest Private Exporters, 1999/2000

Exporter 1999/2000 1998/99

Ed. Volume Approx. E<. Volume Approx.
Private Exporters (in mt) Share (in mt) Share
Wakalex 50,000 16.3% 49,294 18.0%
El Fostat 60,000 19.6% 54,690 19.9%
Fresh Fruit 25,000 8.2% 12,298 4.5%
El Mabrouk 30,000 9.8% 27,205 9.9%
Egyptian Traders 13,000 4.2% 15,095 5.5%
Top Five Private 178,000 58.2% 169,906 61.9%
Pharaon 17,300 5.7% 11,325 4.1%
Geffco Rice Mill 8,500 2.8% 3,250 1.2%
Total Private Share 305,923 92.1% 274,546 89.1%
Public Exporters
Rice Marketing Co. 4,300 16.3% 15,080 44.8%
Total Public Share 26 399 7.9% 33,676 10.9%

Sources: 1) GOEIC for 1998/99 and 1999/00 public/private breakdown only.
2) Interviews with rice exporters for 1999/00 (approximate figures).
Note: Private shares are for private exporters only (denominator is “total priv. share”).

4.2.3 Egyptian Rice Exportsby Type and Grade

GOEIC reported rice exports by type and grade through 2 July 2000, at which point 274,231 mt of
rice had been shipped (81.2% of recorded exports for the entire 1999/2000 marketing season).
Asin 1998/99, 70% of Egyptian rice exports in 1999/2000 were as camolino, of which most—
62% of total exports-was as camolino, grade 2. Theseproportionsaremarginally lower than 1998/99
exports of camolino, which reached 75.1% in total, of which 70.7% was camolino, grade 2.
Camolino, which is naturd white rice treated with paraffin all, is the staple of the traditiona Eastern
Mediterranean markets (Arab 1 countries). Natura rice comprised 20% of exports to 2 July 2000,
of whichthelargest portion(32,832 mt) was grade 1 shipped mainly to Libya. Cargo exports, destined
primarily for Romania, had reached 22,378 mt by 2 July 2000, which was 53% greater than in
1998/99. In contrast, export shipmentsof 100% brokens had declined from 9,343 mt in 1998/99 to
3,225 mt as of 2 July 2000. Brokens are collected by exporters from numerous mills, consolidated,
and shipped to lower-income countries in Sub-Saharan Africa, such as Senegd.
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4.2.4 RiceExport Pricesin 1999/2000

Egyptian rice export prices were quite high, given high early marketing season paddy procurement
prices. Private millersand exporterswere ableto buy significant quantitiesof paddy after the RFM-HC
and the public/ESA mills completed their purchases and exited the market in early December 1999,
but into-mill wholesale paddy prices did not drop much until the summer of 2000. As noted above,
exportsin1999/2000 were rdaively low (132,640 mt or 39.3%) as of |ate January 2000, four months
into the export marketing season. Exports during the next 8 monthsreached 205,265 mt (60.7%), with
asubstantia proportion (118,828 mt or 35.2%) coming after 20 May 2000. This end-of-the-season
export push in 1999/2000 contrasted sharply with the 1998/99 experience, where exports as of 20
May 1999 were 90.5% of the total for 1998/99. The poor summer export performance in 1998/99
was due to domestic supply shortages which emerged in the Egyptian market beginning in the soring
of 1999, leading to high paddy prices and milled rice price hikesin May-June, which simulated severd
tradersto import Chinesericein July 1999. Severd large commercid rice millersand private exporters
reported losing money on rice export shipments made during the summer of 1999, but they preferred
tomaintain good reaions withkey customersrather thanrisk losng buyers becausetheyfaledto honor
contracts.

In summer 2000 of the 1999/2000 marketing season, paddy prices collgpsed asthe large sze of the
2000 paddy crop became obvious and large millersand exporters could expand export shipments, due
to dedining paddy input costs. Anticipation of the immense summer 2000 rice crop led wholesde
traders to liquidate stocks at priceswel below earlier season levels. This made Egyptian rice exports
more competitive incontested markets, such as traditiona Eastern Mediterranean markets and Black
Sea markets. Hence, the 1999/2000 export marketing season ended on an upbeat note and total
exports increased by nearly ten percent over 1998/99 exports, despite trailing them over muchof the
course of the 1999/2000 season.  This strong closing performance, plus redization of a large 2000
paddy crop, led some GOE officids to predict that exportsin 2000/01 might approach one millionmt.

4.3  2000/01 Marketing Season

Egypt’ s experience of alarge summer 2000 paddy crop, followed by depressed producer prices, was
not atypica in 2000/01. Many producing countries had excdlent harvestsand Szeable rice surpluses,
which they had to dispose, whichcombined to pull world rice prices down to their lowest levelsin 15
years. Inthisworld trade environment, Egyptian surplus rice destined for export had to compete with
surpluses put on the market by other producing countries,

At the same time, the Egyptian pound began to depreciate steadily againgt the US dollar by the
beginning of the 2000/01 marketing season. As paddy procurement prices, white and ex-mill rice
prices became cheaper indollar terms, exporterswere able to offer Egyptianrice at |lower FOB prices,
nearly aways denominated in U.S. dollars.

4.3.1 Exportshby Destination
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Exports through 30 September 2001 reached or approached record leves for many country
destinations. Turkey had imported amost 113,000 mt of Egyptian rice, nearly 47,000 mt more than
during each of the past two marketing years, dthoughit did not surpass the record leve of 117,868 mt,
set in 1997/98. Asshownin Table 4-2, Syriahad imported nearly 160,000 mt of Egyptian rice by 30
September 2001, about 85,000 mt morethan in 1999/00 and above the previous record of 101,361
mt of 1993/94. Libya hadimported arecord 73,000 nt of rice, 25,000 mt more than in 1999/00 and
aso0 a record high. Romania had aso imported a record 84,000 mt of Egyptian rice as of 30
September 2001, nearly 30,000 mt greater than the previous record year of 1998/99.

The proportion of total exports shipped to each of these leading markets was actudly lower than in
1999/00, however. The four largest customers-Syria, Turkey, Libya and Romania—took delivery on
acombined 429,781 mt, representing 56.8% of total exports. Thiscomparesto 225,800 mt imported
by thesesame bigfour customersin 1999/2000, whichrepresented 66.8% of total exports. Thereason
for this proportiona declineisthat certain smdler markets greetly expanded imports of Egyptian rice
over exlier years. Pdegtine (8,007 mt), Russia (16,310 mt), Ukraine (37,703 mt), Spain (3,905 mt),
Greece/Cyprus (10,769 mt), the Netherlands (2,879 mt), other Western European degtinations
(11,104 vs. no more than 400 in any previous year), Tanzenia (18,282 mt), and other African
destinations (40,465 mt vs. none in 1999/00).

Thelargest group of importing countries was Arab 1 countries, including Syria, Jordan, Lebanon and
Pdegtine, importing 206,472 nmt or 27.3% of the total as of 30 September 2001. Next is the
NIS/Eastern European countries, who had imported 162,437 mt (dightly below the level s of 1995/96
and 1997/98). Africancountries, induding Sudan (amajor importer at 35,418 mt) and severa North
Africancountries (who are minor importers), had imported a record 84,100 mt of Egyptianrice by 30
September 2001. This represented a record high 18.6% of total Egyptian rice exports. Exports to
African degtinations have increased steadily snce 1996/97, with 52,376 mt being exported in
1999/2000. Acrossthe board, it was a strong year for Egyptian rice exporters.

4.3.2 FactorsDriving Diversfication of Egyptian Rice Exportsin 2000/01

Egyptian exporters shipped large volumes of rice to many destinations in 2000/01, including traditional
markets, recently established markets, and new markets. Traditiond marketstook more Egyptianrice
in2000/01 thanin recent years, because Egyptian rice, particularly preferred short grain varieties, was
avalable and chegp. Rice export subsidies, quietly implemented after 23 January 2001, were an
important factor in making Egyptian rice more competitive this marketing season in the face of iff
competition from other exporting countries, whaose rice was priced a unusudly low levels.

Rice exports to the NI S and Eastern European countries, marketsthat first became important to Egypt
in 1995/96, more than doubled from 1999/00, a poor year, to 2000/01. Egyptian rice exports were
undercut by cheaper Chinese medium-grain rice in these marketsin 1999/00. Chinese ricewasmore
expensve than Egyptian rice in 2000/01, especidly after the rice export subsidy was implemented.
Chinese rice dso faced the disadvantage of being shipped long distances in very large volumes,
generdly a least 10,000 mt per shipment. Only a few importers are able to finance such large
transactions and to digtribute such large volumes in a timdy (low-cost) manner. High storage and
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interest charges on rice stored over long periods can be financidly ruinous, particularly in smaler
country markets with limited absorptive capacity.

Egyptian exporters have another advantage over more distant suppliers, such as the Chinese,
Americans, and Audrdians, because they can ship smdler anountsthancompetitors, and they can ship
more quickly and frequently. Only thelargest riceimportersin countriessuch as Turkey, Syria, Jordan,
Bulgaria, Ukraine, Sudanand Africancountrieswishto import 10,000 or more mt typicaly shipped by
the more distant suppliers. Imports of this volume require large financid outlays (to buy therice), as
wel as high storage costs. Imports of 10,000 to 15,000 mt into a smal country market may take
months to move out of storage. Smaler Egyptian shipments of 500-5,000 mt tie up an importer’s
scarce capita for shorter periods. Thisis animportant consderationin countrieswhereforexisscarce
(e.g., Syria) or where the domestic currency has declined in vaue (e.g., Turkey), due to domestic
financid crises. EQypt’s proximity to Eastern Mediterranean, Black Sea, and East African markets
provides a competitive advantage in that importers can import smaler quantities at different points
during the marketing season, enabling them to adjust more readily to domestic market conditions. If
animporter of ardaively snal volume hastrouble moving hisimported rice onto hisdomestic market,
he candday importation of additiond (Egyptian) rice until the socks clear. In thisway, he minimizes
risk and avoidstying up too muchcapita inlargericestocks. Chineseand American exporterswill only
ship large volumesto distant markets, which can create problems withforeignimporters: heavy finance
requirementsand large stocks that must be stored properly. Importing huge volumesat one time may
as0 depresslocal rice prices and lower importers' returns to levels below what they anticipated.

Egyptian rice exporters shipped riceto new markets, mainly in Sub-Saharan Africa, in 2000/01. This
iscondggtent withthe GOE’ s srategic export promotionthrustintonew markets, particulaly COMESA
countries, which do not charge customs duties on Egyptianriceimports. It has been driven, to alarge
extent however, by rice export subsidies on Giza 178, a variety that is not preferred by traditiona
customers in the Eastern Mediterranean and the Arab world. African importers buy on price, with
quality being a very secondary consderation. Incomes and purchasing power are limited in African
countries, so importers search out the chegpest supplies available. In most years, thisis chegp Adan
long-grain rice from Thaland, Vietnam, India or Pekisan. Typicdly, lower grades with higher
proportions of brokens (15%, 25% or more) areimported, aslow-income customersare ungbleto pay
premiums for higher-graderice.

Asof 23 January 2001, Egyptian exporters received a subsidy of LE 200 on every ton of Giza 178
exported. Thiswasequivaent to over $50 until 5 August 2001, when the pound was officidly devaued
to LE 4.15=$1.00. Exporterswere able to offer mogt, if not dl of this subsidy to foreign importers,
underpricing competing exportersof long-grainriceinthe process. This subsidy proved to beamgor
spur to new market development, but it appears as if the GOE will not be able to extend subsidy
payments to the new export marketing season, 2001/02. Egypt captured significant market sharein
countries such as Tanzania and Kenya in 2000/01 by out-competing other supplierson price grounds
aone. MVE anticipatesthat these market shares could easly belost to the shippersof long-grain Asan
rice if Egyptian rice prices rise by more than the equivaent decline in the dollar vaue of the Egyptian
pound and unless exporters continue to recelve subsidies. Since long-grain rice prices remained low
at the start of the 2001/02 export marketing season, the magnitude of such subsidies might have to be
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quite large to maintain Egyptian market shares in highly price-sendtive African markets. These same
points can aso be made withrespect to the NI S/Eastern European markets, which are price sengitive
and imported Giza 178 rice in large volumes in 2000/01.

4.3.3 Export Market Sharesby Shipper in 2000/01

As shown in Table 4-5, rice exports from 1995/96 to 1998/99 were moderately concentrated, with
the top five exporters shipping dightly more than 50% of total exports during three of those four
marketing seasons. Thetop two private exporters shipped more than athird of total exportsduring al
four years (35.3% to 50.3%).

The private sector share of exports a so was 87.5% or more of total exports during three of those four
seasons, dipping to 78.2% in 1997/98 when public sector rice mills bought 517,600 mt of paddy.
Note, however, that it is not uncommon for public or ESA rice milling companiesto sdl milled riceto
private exporters (so the public share of totd rice exports is not necessarily anaccurate proxy for the

public share of milling paddy).

Table 4-6 shows exporter market shares by volume shipped for five export marketing years. The
breakdown for 2000/01 shows that there were many more participants in 2000/01 than in previous
years. Fifty-five private exporters shipped at least 1,000 mt in 2000/01, while 50 exporters shipped
over 1,000 mtin1998/99 and 52in1997/98. The tota number of exporters who had shipped ricein
2000/01 is estimated at 115, compared to 99in1997/98 and 75 in 1996/97.* Clearly, participation
has gradually expanded, though it should be noted that the highlevels of participation in 2000/01 may
belargey afunction of the record marketed surplus. Many smaller exporterscould drop out of export
market in 2001/02 if exports are 50% or less of the 2000/01 record level.

Higher levels of participation in 2000/01 lowered the concentration retio for the top five private firms
from over 50% during the 1996/97 to 1998/99 period to 35.6%, with the top two private firms
capturing only 18% of the export market. Both ratios were the lowest over the entire period during
which private traders have been dlowed to export and for which satistics are avalable (snce
1991/92). Note, however, that one public company, the Rice Marketing Company, captured the
largest export sharein 2000/01, 13.3% on 100,665 mt of exports of rice milled by public and ESA rice
mills, shipped predominately to Libyaand Syria. This company may become an ESA firm, however,
though with the FIHC holding mgority sharesin the medium-term, it will continue to be managed and
operatelikea public sector company, sarvingthe ESA ricemills On the strength of the Rice Marketing
Company’s exports, the public share of rice exports was 14.7% in 2000/01, last surpassed by the
public share (21.8%) in 1997/98.

24 The number of exportersis not known exactly. GOEIC reports datafor all the public sector exporters
and those private sector exporters with shipments greater than a certain amount (e.g., 1000 mt per shipper).
Private exporters with shipments below a certain amount are not reported separately, so their numbers are
estimated by assuming an average shipment size for the lowest volume shippers, whose total export volumeis
reported as an aggregate.
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Note, however, that the exports of the seven public exporters (four ESA mills and three public trading companies) other than the Rice Marketing
Company were only 10,707 mt. Aslong as FIHC manages the ESA mills and the Rice Marketing Company, the public sector will probably retain an
export market share of 10 to 20 percent. The rice marketing company is actualy targeting exports of 300,000 mt in 2001/02

Table 4-5: Sharesof Egyptian Rice Exports by Private and Public Exporters,
1996/97-2000/01

(metric tons)
1996/97 1997/98 1998/99 1999/00 2000/01
Volume % Volume % Volume % Volume % Volume %

Private Exporters

Top Five (1-5) 78,500 52.6% 208,582 51.0% 158,581 51.5% 182,300 54.9% 277,089 36.5%
Second Five (6-10) 20,427 13.7% 34,890 8.5% 31,504 10.2% NA - 138,217 18.2%
Next Ten (11-20) 15,326 10.3% 32,631 8.0% 31,191 10.1% NA - 122,192 16.1%
Other Private 25,340 17.0% 43,676 10.7% 53,271 17.3% NA - 110,564 14.6%
Totd Private 139,593 93.6% 319,779 78.2% 274,546 89.1% 305,923 92.1% 648,063 85.3%
Public Exporters

Top Two (1-2) 8,341 5.6% 46,235 11.3% 25,054 8.1% NA - 104,535 13.8%
Next Two (3-4) 998 0.7% 27,315 6.7% 7,020 2.3% NA - 5,159 0.7%
Other Public 200 0.1% 15,789 3.9% 1,602 0.5% NA - 1,678 0.2%
Totd Public 9,539 6.4% 89,339 21.8% 33,676 10.9% 26,399 7.9% 111,372 14.7%
GRAND TOTAL 149,132 100.0% 409,118 100.0% 308,221 100.0% 332,322 100.0% 759,435 100.0%

Sources. MFT/GOEIC
Notes. 1) 1997/98 figures are through 14 October 1998. 1996/97 figures are partial, because final exports (reported in a 1997/98 publication) were
166,163 mt. 1998/99 figures are through 15 September 1999. The final 1999/00 detailed breakdown was never released; the estimate for the
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top five private exporters is an approximation based on large exporter recall for 1999/00. 2000/2001 figures cover the period through the end
of September 2001.
2) Rounding of 1998/99 figures leads to minor discrepancies in subtotals and totals.



Table 4-6: Exporter Market Shares, by Volume Shipped, 1996/97 to 2000/01

1995/96 1996/97 1997/98 1998/99 2000/01

No. [ Val. % Share |No. Vol. % Share | No. Vol. |% Share | No. Vol. % Share | No. Vol. % Share
Private Exporters
Exports > 20,000 mt 2| 121,899 34.3% 1 36,656 24.6% 3| 184,296 45.0% 3| 131,188 42.6% 9| 395,742 52.1%
Exports > 10,000 mt 4| 50,026 14.1%| 3 35,269 23.6% 2| 24,286 5.9% 3| 38,717 12.6% 7| 101,028 13.3%
Exports > 5,000 mt 8| 60,288 17.0%| 3 18,667 12.5% 5[ 34,890 8.5% 2| 11,832 3.8% 6| 46,388 6.1%
Exports > 2,000 mt 13| 40,250 11.3%| 3 8,335 5.6%| 10| 32,631 8.0% 17| 50,904 16.5%| 14| 47,872 6.3%
Exports > 1,000 mt 15| 21,249 6.0%| 12 18,446 12.4%| 14| 18,780 4.6% 13( 19,112 6.2%| 19| 25,977 3.4%
Exports < 1000 mt 17,140 4.8%| 15 10,570 7.1%| 18| 11,922 2.9% 12 8,154 2.6% 31,057 4.1%
Exports < 500 mt 11,650 7.8% 12,974 3.2% 14,638 4.7%
Known Private Exp. 42| 310,852 87.5%| 37| 139,593 93.6%| 52| 319,779 78.2% 50| 274,545 89.1%| 55| 648,064 85.3%
Subtotal, Millers 5 81,814 23.0%| 8 32,598 21.9%| 11| 204,701 50.0% 9| 64,237 20.8% 9| 198,156 26.1%
Public Exporters
Exports > 10,000 mt 1| 21,600 6.1% 4| 73,550 18.0% 1| 15,080 4.9% 1| 100,665 13.3%
Exports > 5,000 mt 2| 12,479 35%| 1 7760 5.2% 1 8,850 2.2% 1 9,974 3.2%
Exports > 1,000 mt 3| 10,300 2.9% 3 6,679 1.6% 2 7,020 2.3% 4| 10,071 1.3%
Exports > 500 mt 3 1579 1.1% 1 982 0.3%
Exports < 500 mt 1 200 0.1% 2 260 0.1% 2 620 0.2% 3 636 0.1%
Tota Public 6| 44,379 125%| 5 9,539 6.4%| 10| 89,339 21.8% 7| 33,676 10.9% 8| 111,372 14.7%
Subtotal, Millers 0 0 0.0%| 3 1,198 0.8% 0 0 0 0 0.0% 4 9,139 1.2%
Total Reported No. 48| 355,231 100.0%| 42| 149,132| 100.0%| 62| 409,118 100.0% 57| 308,221 100.0%| 63| 759,436 100.0%
Estim. No. Exporters 77 75 99 99 115

Source: MFT/GOEIC
Notes: 1) No final breakdown of rice exports by exporter is available for 1999/2000. Exporters asked that such a breskdown not be released that year.
2) The calculated total rice exports for 2000/01 are slightly different than the reported total of 755,434 mt.
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3) The number of private exporters shipping the smallest volumes in each year is not known. We estimate
their numbers by assuming that exporters shipping less than 1,000 mt each (in 1995/96 and 2000/01) shipped
an average of 600 mt/shipper, while exporters shipping less than 500 mt each (in 1997/98 and 1998/99)
shipped an average of 350 mt/shipper. The estimated number of small shippers is then added to the known
numbers of private and public exporters.
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IN2000/01, 16 private exportersand one public one shipped at least 10,000 mt each. Four of the top
private exporters are mgor commercid millers. Another export leader has some milling (finishing,
polishing) and sorting equipment, and ancther oneis planning to invest in its own rice milling fadilities
Among the top 55 private exporters, 9 are millers. The vast mgority are commodity traders who often
aso import and export other commodities, suchas sugar, beans and oilseeds (import) and potatoes and
other horticulturd products (export). Leading private exporterswho dominated rice exportsduring the
1990s complain that increased participation, typicaly by non-specidists, hasbrought problems. They
clam that there is more varietd mixing (e.g., of Giza178 witha shorter grain variety such as Giza 177
or Sakha 101/102), less attentionto quality, and increased confus onamongimporters(customers) over
whom is religble as exporters. At the sametime, it isimportant to recognize that the newcomers have
cut into the morewel |-established exporters market shares. A very prominent rice exporter stated thet,
despite some varietal mixing and irregularities, many of the newcomers are doing ther jobs well,
exporting high-quaity rice that matches specifications. Overall, competition and qudity appear to have
increased.

Unlike 4-5 years ago, leading rice exporters are shipping rice now in cartons filled with five-kilogram
and one-kilogramretall packs, oftenwiththe brand name of an importer or a supermarket chain in the
importing country. In the past, dmost dl rice was shipped in 25 kg. sacks and never in retall packs.
One exporter has even developed a brand name for his best-quality rice-Aunty Beheya's Cairose,
reminiscent of Uncle Ben' s parboiled rice produced inthe U.S. Cairoseisasovery closeto Calrose,
which ishow Cdiforniamedium-grain riceis known in the internationd rice trade. Aunty Beheya's
Cairose, s0ld in both five-kilogramand one-kilogramretall packsintraditiona EasternMediterranean
markets, is sdling wel in supermarkets and is being promoted using television spots on locd TV.
Increased competition appears, therefore, to have spurred the industry leaders to keep innovating to
protect their market shares and capture new markets. The link between heightened competition and
a more progressive rice milling and export industry will work, over time, to the industry’s benefit.
Rather than shipping ardatively undifferentiated commodity with little value added (in 25 kg. bags) to
nearby Mediterranean and Arab markets, exporters will ship more higher priced retail packsto more
upscae buyers, supermarket chains serving afluent customers. In contrast, however, new COMESA
marketsand traditiona Africanimporters such as Sudan will import the cheapest rice available and will
not be willing to pay the higher prices for the better varieties, gradesand packaging. Itislikdy that the
established exporters are targeting the upscale portions of traditional markets, whereas many of the
newcomers and smdler exporters are shipping the lowest-cost rice available to less discriminating
markets in Africaand Eastern Europe/NIS. The data are not sufficiently disaggregated, however, to
test this hypothesis.

4.3.4 Exportsby Type of Riceand Grade

Asinpast years, the mgority of rice exports (52.6%) has been as camolino, with 80% of this type of
riceclassfiedasgrade 2. The percentage of rice exports as camolino was far lower thanin1998/99,
when it reached 75.1%. Exports of natura rice reached 33.5% in 2000/01, significantly higher than
the 16.8% of 1998/99. Within this category, naturad grade 2 exportswerethe largest, at 102,876 mt,
and comprised mainly of shipmentsto Libya, which asked for this specification.
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Table 4-7: Breakdown of Exportsby Type of Rice and Grade, 2000/01

Rice Type Grade Per cent Volume Per cent Per cent
Brokens Exported of Total of Subtotal

Camolino 1 <3% 29,201.1 3.9% 7.4%
2 <6% 317,914.7 42.2% 80.1%
3 <12% 27,670.9 3.7% 7.0%
4 < 20% 21,790.0 2.9% 5.5%
5 < 30% 0.0 0.0% 0.0%
6 < 40% 500.0 0.1% 0.1%

Subtotal 397,076.6 52.6% 100.0%

Natural 1 <3% 3,371.1 0.4% 1.3%
2 < 6% 102,875.9 13.6% 40.7%
3 <12% 60,969.8 8.1% 24.1%
4 < 20% 79,563.4 10.5% 31.5%)
5 < 30% 4,590.5 0.6% 1.8%
6 < 40% 1,177.0 0.2% 0.5%)

Subtotal 252,547.7 33.5% 100.0%,

Brokens 100% 35,380.0 4.7%

([Pacidy 192.0 0.03%

Cargo 69,029.5 9.2%

TOTAL 754,225.8 100.0%

Source: GOEIC, MEFT
Notes: 1) Camolino is natural rice treated with 5 liters of paraffin oil per ton.
2) Cargo is dehusked, brownrice. Itistypicaly further dehulled & polished to produce white rice.
3) There are dlight discrepancies between the calculated total rice exportsin the table and
GOEIC's reported rice exports.

Subgtantia exports (140,533 mt) of naturd grades 3 and 4 were shipped primarily to Sub-Saharan
Africanmarkets. Recorded exports of cargo, 69,030 mt or 9.2% of total rice exports, were over four
timesthe 1998/99 levd. Exportsof broken rice also roseto 35,380 mt (4.7% of thetotal) in 2000/01,
again about four times the 1998/99 levd.

The increasing proportions of exportsrepresented by natura whiterice, cargo and brokens suggest that
more product differentiationand niche market targeting is being practiced by Egyptianexporters. This,
as wdl as the increase since the early 1990s in the number of export destinations, is evidence of
increesing maturation of Egyptian rice exporters and better understanding of different markets
requirements.

4.35 RiceExport Prices, 1999/00 and 2000/01
[Hlustrative rice export prices for camolino and natura rice types are shown in Table 4-8 for the past
two marketing seasons.® Prices were highest in 1999/00, ranging from $335-360/mt, and then

ZExport price data from the London Rice Brokers' Association (see Table 3-3) and
CAPMAS (Table 3-4) parallel the prices presented in Table 4-8. CAPMAS price data showed that
the average unit value for the March-August 2001 period was $199/mt, while the LRBA data show
exceptionally low offer price quotes for April-May 2001 and continuing into September 2001 before

49



dropped 14-15% by the beginning of the 2000/01 export seasonto the $285-310/mt range. Following
the export subsidy announcement inlate January 2001, prices decreased further by 19-20% to $225-
250/mt. Pricesfor certainlower gradesof rice, particularly natural 3/4, reportedly fell another 10-12%
to about $200/mt or lower by late in the 2000/01 marketing season. Egyptian export offer prices
firmed by late October 2001, as the domestic supply of paddy tightened relative to 2000/01 and as
traders were aleged to be hoarding paddy inanticipation of asecond year of rice export subsidies. A
smdler crop in 2001 than announced by MALR dso contributed to higher rice prices.

Table 4-8: |llustrative Rice Export Prices, by Type and Grade, 1999/00 and 2000/01

1999/00 Season Early 2000/01 Mid-2000/01

Type/ Price Date of Price Date of Price Date of

Grade | $mt Shipment HFmt Shipment Hmt Shipment
Cam. 1 360 | Oct. 99-Feb. 00 310 Oct. 2000 250 Nov. 2000
Cam.2 | 350 Nov.-Dec. 99 300 | Oct. 2000 240 | Nov. 2000
Cam(3) | 340 |Oct. 99-Feb. 01 290 | Oct. 2000 230 | Nov.-Dec.00
Natl. 1 355 | Oct.-Dec. 99 305 Oct. 2000 245 Nov.-Dec.00
Natl. 2 345 Nov. 99-Mar. 00 295 Oct. 2000 235 Oct. 2000
Natl. 3 335 | Oct.-Dec. 99 285 Oct. 2000 225 Oct.-Nov 00

Source: Interviews of private and public rice exporters.
Note: The above-mentioned prices are average export prices for both thick and thinner rice varieties.

turning upward as of October 2001.
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5. RECENT DEVELOPMENTSIN INTERNATIONAL AND REGIONAL MARKETS

For most types of internationdly traded rice, prices declined steadily from the end of the 1997/98
export marketing year and beginning of the 1998/99 marketing year to the beginning of the 2001/02
marketing year before firming somewhat following the September 2002 trough (see Figure 5-1 and
Annex Table A2-6 ). The mgor factor underlying this was strong rice crops in most producing
countriesfor severd years, withthe 1999 harvestsbeing the largest. Thisled to greater sdf-aufficiency
inmagjor consuming and importing countries that are dso rice producers, and to build-upsin stocksin
magor exporting countries. USDA anticipated that 2001/02 would be the fourth straight year of
declining globd trade (see August 2001 Rice Outlook). World ending stocks for the 2000/01 season
of 127.4 mmt were below the 1999/2000 leve, but dill high (31.6% of anticipated world rice
consumption in 2001/02).

Prices of different types of internationdly traded long-grainricearehighly correlated (r=0.86-0.96 over
the August 1997-December 2001 period). Long-grain rice prices are less strongly correlated with
medium-grain rice prices (r=0.40-0.57). The prices of Calrose and Egyptian rice (usng unit vaues)
are somewhat more correlated (r=0.68). The corrdationwould likely be stronger if pricesfor onetype
of Egyptian rice, that is comparable to Calrose, were used inthe cdculaion. The Egyptian unit vdues
mix higher-grade camolino rice with natural, cargo and 100% brokens.

The Rice Subsector Baseline Update of January 2000 dassfied and described Egypt's export
marketsin detall. This section offers a selective and focused update.

51 General World Market Developments

For most types of internationally traded rice, prices have declined steadily Sncethe end of the 1997/98
export marketing year and beginning of the 1998/99 marketing year. The mgor factor underlying this
was strong rice crops in most producing countries for severd years, with the 1999 harvests being the
largest. Thisledto greater self-sufficiency in mgor consuming and importing countriesthat aredsorice
producers, and to build-upsin stocks in mgor exporting countries. USDA anticipates that 2001/02
will be the fourthstraight year of dedining globa trade (see August 2001 RiceOutlook). World ending
stocks for the 2000/01 season of 127.4 mmt are below the 1999/2000 levd, but still high (31.4% of
anticipated world rice consumption in 2001/02).

511 U.S Medium-Grain Rice

By the beginning of the 1999/2000 season, prices of most internationaly traded rice types were il
weak, but U.S. medium-grain rice prices actudly had risento astronomical levels of over $500/mt on
thinly traded valume (June-September 1999). This proved to be a short-lived phenomenon, drivenby
short U.S. pre-harvest stocks (due to the poor rice harvest in Cdiforniain 1998) and fal 1999 quota
sdesto Japan. After these sales were completed, and
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Figure5-1: Monthly Pricesof Internationally Traded Rice August 1997 -
December 2001
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Source: See table A2-6 in Annex 2. The main sources are the USDA/ERS Rice Stuation and
CAPMAS.

once the 1999 medium-grain rice crop was harvested, milled and ready for export (by December
1999), U.S. prices dropped sharply. By October 1999, California medium-grain rice prices had
dropped ten percent from September to $458/mt. They remained well above $400/mt until September
2000, at which point they dropped to the mid-$200 range by April 2001. The price of Cdifornia
medium grain rice, 4% brokens, grade 1 began the 2001/02 marketing season in September 2001 at
$220/mt, 58 percent below the September 1999 level. Prospectsfor firmer medium-grainrice prices
aregood in2001/02, asthe 2001 Cdiforniacropissmdler thanthe 2000 crop. In October/November
2001, pricesfor Cdifornia rice srengthened fromthe very low levds of May-September 2001 by 18%
to $287/mt, till below the levels of thefirgt haf of the 2000/01 export marketing season (when prices
opened at $419/mt in August 2000 but fell to $290/mt by February 2001).
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5.1.2 Egyptian Rice

From November 1997 to September 2000, the average unit value of Egyptian export rice remained
in the $228-338/mt range, and clustered even more tightly to the $278-320/mt range for the entire
1999/2000 season. While the average unit vadue was $312/mt in September 2000, at the beginning
of the 2000/01 export marketing season, it fell to the $254-265/mt range in the remaining months of
2000 before declining sharply to $206/mt in January 2001 and falling below $200/mt in most months
after that in2001. Asdiscussedin Chapter 3, the subsidy paid to Egyptian rice exportersenabled them
to cut ther prices from about $25-50 per ton as of 23 January 2001. This greatly enhanced the
competitiveness of Egyptian rice vis-avis American and Audtrdian medium-grain rice during the
remainder of the 2000/01 marketing season. Giza 178, themost heavily subsidized variety, was priced
at levels comparable to Tha, Vietnamese and Pakistani long-grainrice. A lot of Giza178 wassold in
Sub-Saharan Africanmarkets, whereit was not subject to duties in COMESA partner countries) and
priced lower than competing long-grain Adan rice.

5.2 Regional Market Developments

After losing ground inseveral key Mediterranean marketsin 1999/2000, Egypt recaptured lost market
sharein 2000/01. The implementation of subsidies appears to be have been the main reason for this
improved performance. Egyptian rice was able to out-compete U.S., Audtrdian and Chineserice, to
whichit lost ground in1999/2000. USand Egyptian exportsto different destinations over the past four
market years are shown in Table 5-1.

FOB export prices for Egyptian rice are shown by mgor importing country market from June 1999
through November 2001 in Table 5-2. Note that the average annual prices are highest for Saudi
Arabia, which receives premium grade rice, moderately high for Turkey and Jordan, two farly
discriminating markets, and generdly lowest for Romania, which receives cargo, Sudanand Pdestine.
Turkeyisaspecia case, wherethe compositionof rice exports has changed since 1999, when Turkey
imported primarily Giza171 and 177, the best and most preferred Egyptian varieties. The mean price
in the second half of 1999 was $381/mt, which was probably influenced by the high levels a which
Carose, US medium-grain rice which competes with short- and medium-grain Egyptian rice, was
ling ($506-518/mt from June to September, $458/mt in October, and $445/mt in November and
December 1999). By CY 2000, the mean export price on Egyptian rice shipments to Turkey had
dropped to $275/mt; it then fell further to $197/mt in 2001 (for the first devenmonths). Not only did
the generd leve of Egyptianrice export prices dedinefromthe 1999/00 season to the 2000/01 season,
but it gppears asif relatively more Giza 178, athinner and longer medium-grain variety less preferred
in export markets, was being shipped to Turkey by 2000/01.
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Table5-1: U.S. and Egyptian Rice Exportsto Selected Markets, 1997/98 to 2000/01
(exportsin ‘000 mt)

M ar ket U.S. Exports Egyptian Exports
Destinations 2000/01 | 1999/00 | 1998/99 | 1997/98 2000/01 1999/00 | 1998/99 1997/98
Turkey 171 231 100 115 113 66 67 118
% Total 6.5% 7.6% 3.4% 4.1% 14.9% 19.8% 21.8% 28.9%
Jordan 14 21 41 42 24 14 20 28
% Total 0.5% 0.7% 1.4% 1.5% 3.2% 4.2% 6.5% 6.9%
Saudi Arabia 140 151 106 96 6 6 1 2
% Total 5.3% 5.0% 3.6% 3.5% 0.8% 1.8% 0.3% 0.5%
IAfrica 182 171 157 171 141 48 39 24
% Total 6.9% 5.6% 5.4% 6.2% 18.6% 14.4% 12.7% 5.9%
\Western Europe 377 405 360 341 42 4 8 10
% Total 14.2% 13.3% 12.3% 12.3% 5.5% 1.2% 2.6% 2.5%
Eastern Europe 1 1 0 0 107 49 79 71
NE 1 57 43 2 55 7 4 33
EE & NIS 2 58 43 2 162 56 83 104
% Total 0.1% 1.9% 1.5% 0.1% 21.4% 16.8% 26.9% 25.5%
IW. Hemisphere 1305 1410 1741 1718 0 0 0 0
% Total 49.2% 46.3% 59.4% 61.8% 0.0% 0.0% 0.0% 0.0%
Total 2651 3044 2929 2780 757 334 308 408

Sources: MFT/GOEIC and USDA/ERS
Note: The U.S. export market year is defined as August to July. The Egyptian market year is defined
as October of one year to September of the next year.

5.21 Turkish Market

Egypt expanded rice exports in 2000/01 to over 113,000 mt relaive to the 66,900 mt in 1998/99 and
66,400 mt in 1999/00. In contrast, US rice exports, dmost entirely Southeastern and California
medium-grain, dropped from 231,000 mt in 1999/00 to an estimated 171,000 mt in2000/01. MVE
lacks accessto data on Turkishimports of Chineserice, but Egyptianexporters say that China shipped
progressively more rice to Turkish ports during the late 1990s but that 2000/01 witnessed a scaling
back of Chinese shipmentsto Turkey.

5.2.2 Syrian Market

Syria was the number two market for Egypt from 1995/96 through 1998/99, averaging imports of
58,593 mt of Egyptian rice. Syrianconsumershave astrong preference for Egyptian short-grain rice,
and severd Egyptian exporters have established a strong commercid rdaionship with the emerging
private rice trade. Exportsto Syriain2000/01 jumped to arecord leve of 159,600 mt. Notethat the
Syrian rice trade appears to no longer be completely dominated by the Ministry of Supply, though the
Syrian Government remains a mgjor buyer of rice from Egyptian public buyers (FIHC and the Rice
Marketing Company). Private importersship relatively smal quantities, not usualy exceeding 1,000
mt per shipment, in contrast to the Syrian Government, which typicaly receives 12,000 mt per
shipment. 1n 2000/01, alarge proportion of Egypt’s public sector rice shipmentsto Syriawere paid
for through bartered Syrian cottonseed ail.
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Table5-2: Monthly Export Prices (FOB) for Egyptian Rice, by Major Importing

Country, June 1999-August 2001 $/mt
Year| Month Syria |Jordan | Turkey | Romania | Saudi Arabia | Sudan |Palestine
1999|June 324| 150| 480 171 165
July 290 424 250 438 300
August 424 163 300
September 322| 371] 375 249 384| 243 284
October 288| 355 286 186 576| 300 306
November 303 350 332 213 325 316 262
December 311| 341| 343 250 327 274 271
Average 306 313| 381 212 369 283 287
2000|January 327| 296 282 280 333 302
February 201| 308| 326 204 309 250
March 330 283] 190 364 275 352 257
April 321 321 334 115 320 320 277
May 337| 369| 376 180 385 297 297
June 297|  308| 244 223 346| 350 243
Jly 304 350| 246 253 300 286 296
August 323 281] 276 189 344 213 288
September 209| 284| 243 174 332| 273 266
October 273 271 262 173 312| 252 259
November 270  264| 246 149 282 235 255|
December 261 275 259 196 224 184 266|
Average 303) 301 275 208 313| 276 270|
2001 |January 264| 256 207 172 245 230 300
February 239| 248 211 195 226| 231 204
March 222|225 207 150 264 171 218
April 238| 213| 193 181 243 200 211
May 197| 193] 181 180 202| 195 259
June 208| 194| 202 184 234 209
July 209| 206| 208 173 247| 153 230
August 208|  240| 187 202 258 194 204
September 221| 197|189 138 242| 169 173
October 151| 248| 203 227 229| 147 188
November 231| 233] 195 173 232| 214 285
Average 212| 219|197 180 238 188 219

Source: CAPMAS
1) The reported prices are for the main category of Egyptian ricereported by CAPMAS, “rice, whether

Notes:

polished or not.”

56



2) Blank cellsindicate that there were no exports to a particular country during a particular month.
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Rice consumption in Syria is an estimated 12 kg. per capita, which is rather low. In 1999, Egypt
supplied 49.0% of Syria's imported rice, higher than the 30.6% of 1997 and the 34.3% of 1998.
During the 2000/01 marketing season, Egypt’s market share has certainly beenhigher. FAO statistics
are reported on a calendar year basis, however, with alag of at least one year. Year 2000 Satigtics
should be available by the end of APRP.

5.2.3 Other Markets

Jordan and L ebanon continued to be important medium-sized customersfor Egyptianricein2000/01,
importing 24,300 mt and 14,600 mt respectively. Egypt supplied 20.2% of Jordan’s importedricein
1999 and 19.8% of Lebanon’'srice. The Jordanian people consumed an average of 20.7 kg. per
capitain 1999, while the Lebanese consumed 10.5 kg.

Libya became amgor market destinationfor Egyptianrice, particularly rice processed by public milling
companies, in 1999/00 (48,000 mt) and 2000/01 (73,000 mt). Ricedestined for Libyawasmilledin
ESA rice mills and shipped manly by the Rice Marketing Company, a public company that led all
companies in exports in 2000/01.  In 1998, Egypt supplied 13.8% of Libya's requirements, but in
1997 and 1999 Egypt supplied only 1.5% and 1.2% of Libya s tota rice imports. Egypt’s share
undoubtedly expanded in 2000 and 2001.

After adisgppointing 1999/00 export season, when Romanian rice imports from Egypt dropped from
52,400 mt to 37,300 mt, Egyptianshipmentsof rice, mainly cargo, to Romaniareached 84,200 mt in
2000/01. Tota exportsto Eastern European and NIS markets exceeded 100,000 mt for thefirst time
since 1997/98, attaining arecord 162,400 mt. Exports to Ukraine (37,700 mt) and Russia (16,300
mt) achieved record levels as well in 2000/01, with shipments to Albania (9,300 mt) and Bulgaria
(10,600 mt) aso significant. Note that much of the rice shipped to Romania is as cargo; thisriceis
further milled in Bucharest and sold in the domestic market.

Exportsto Sudan surged inthe last severa months of the 2000/01 marketing seasonto attain nearly the
same leved (35,400 mt) as those of 1999/00 (36,500 mt). Overal exports to African countries
(excluding Libya) nearly tripled over 1999/00's previous high of 48,200 mt to 148,200 mt, driven by
the export subsidy, which made Egypt far more competitive in Cote d' Ivoire (19,400 mt), Senegd
(14,500 mt) and Tanzania (18,300 mt) than in previous years, when Egypt shipped sporadicaly to
these degtinations.

5.3 Characteristics of Egyptian Rice Export Marketsand Competitors

Table 5-3, updated from the January 2000 Rice Subsector Baseline Update, presents 1999 data
(from FAO) tha provide indghts into the characteristics of key marketsfor Egyptianrice, dividing the
importers into severd categories: Mediterranean Arab, Mediterranean non-Arab, Gulf, Black Sea
(Eastern Europe and the NIS), and Africa. This bregkdown is consgstent with our reporting of the
export data in Table 4-3. Figure 5-2 shows the characterigtics of mgor markets for Egyptian rice
exports by market type by calendar year (see Annextablesfor the actud statistics of exports country
by country, and group by group, for the last five calendar years). The largest shares of Egyptian
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exports have been shipped to Turkey, Arab 1 (Syria, Jordan, Lebanon and Palestine), and the
NIS/Eastern European markets. As shown in the bar chart, the fluctuation in rdaive share Sizes and
proportions has been quite subgtantia, depending on the prices offered and volumes shipped by
international competitors.

Data appearing in Tables 5-4 through 5-6 use FAO data from 1997 through 1999 on rice imports,
Egypt's share of these imports, and per capitarice availability for the key Egyptian rice markets (and
several mgjor producers and exporters). They highlight feetures of the same setsof marketsthat would
be of interest to an Egyptian rice exporter, notably tota imports, Egypt’ s share of those imports, and
per capitariceavailability. Low levels of rice consumption do not necessarily indicate an unpromising
foreign market; countriesthat consume limited rice may be good candidatesfor export promation. This
dependsonthear income levels, the income adticity of demand for rice (in comparisonto other saple
foods), and consumer tastes and preferences and any recent shifts. An understanding of thesefactors,
and how they interplay in individud target markets, can be obtained through in-depth foreign market
research, which is beyond the scope of this update.

59



Table 5-3 Characterigtics of Key Markets for Egyptian Milled Rice, 1999
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Figure 5-2: Egyptian Rice Exportsto Major Market Destinations, 1996 to 2000
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Table5-4: Egyptian Rice ExportstoK ey Markets and Export SharesinthoseM arkets, 1999

Region Country Pop. (mill.) Imports @ Egyptian Exports Per Capita
1999 @| (‘000 mt) Vol % Total Rice Avail (2
('000 mt) (kg.)

Mediterranean

Arab Syria 15.72 128.0 62.7 49.0 12.0
Jordan 4.82 114.0 23.0 20.2 20.7
Lebanon 324 51.0 10.1 19.8 10.5
Libya 5.47 110.0 13 12 155

Mediterranean

Non-Arab Turkey 65.55 265.0 64.5 24.3 7.2
|srael 6.10 86.0 0.6 0.7 9.9
Itay 57.34 64.0 5.0 7.8 59
Spain 39.63 157.0 0.1 0.1 7.6

Gulf
Saudi Arabia 20.90 768.0 4.8 0.6 33.3
Kuwait 1.90 126.0 13 1.0 484
UAE 2.40 472.0 41 09 61.7

Black Sea
Romania 22.40 76.0 55.6 73.2 34
Bulgaria 8.28 17.0 10.5 61.8 21
Ukraine 50.66 69.0 24 35 21
Moldova 4.38 4.0 0.6 15.0 0.9
Russia 147.20 581.0 0.7 0.1 54

Africa
Sudan 28.90 14.0 118 84.3 14
Kenya 29.55 54.0 6.1 11.3 2.7
Senegd 9.24 622.0 33 0.5 70.8
Cote d'Ivoire 14.53 637.0 0.0 0.0 80.2

Major

Producers or USA 276.22 458.0 80.0 175 9.1

Exporters China 127411 583.0 0.0 0.0 90.3
Australia 18.70 58.0 0.0 0.0 8.0
Indonesia 209.25 4,725.0 0.0 0.0 154.1
Thailand 60.86 3.0 0.0 0.0 102.7

Source: CAPMAS, FAO, Table 5-3
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Table 5-5: Egyptian Rice Exportsto Key Markets and Export Sharesin those M arkets,

1998
Region Country Pop. (mill.) Imports @ Egyptian Exports Per Capita
1999 @ (*000 mt) Vol () % Total Rice Avail (2
('000 mt) (kg.)

Mediterranean

Arab Syria 15.30 136.1 46.7 34.3 9.3
Jordan 4.70 87.9 26.7 30.4 21.5
Lebanon 3.19 37.2 155 417 10.7
Libya 5.34 119.2 16.5 13.8 155

Mediterranean

Non-Arab Turkey 64.48 275.3 112.1 40.7 7.7
Israel 5.98 86.5 0.9 1.0 10.0
Italy 57.37 60.9 0.1 0.2 6.1
Spain 39.63 82.4 17.6 214 7.6

Gulf
Saudi Arabia 20.18 783.1 11.3 14 34.2
Kuwait 181 111.9 13 12 48.1
UAE 235 398.0 4.1 10 61.7

Black Sea
Romania 22.47 63.6 62.9 98.9 4.4
Bulgaria 8.34 26.9 16.9 62.8 25
Ukraine 50.86 64.2 254 39.6 20
Moldova 4.38 42 0.6 14.3 1.6
Russia 147.43 264.9 54 20 37

Africa
Sudan 28.29 55.2 335 60.7 13
Kenya 29.01 62.8 0.1 0.2 33
Senegdl 9.00 557.1 0.0 0.0 68.1
Coted'lvoire 14.29 440.0 4.3 1.0 79.8

Major

Producers or USA 274.03 278.6 0.0 0.0 8.6

Exporters China 1262.82 246.9 0.0 0.0 91.4
Australia 18.52 37.2 0.0 0.0 8.0
Indonesia 206.34 1,894.9 0.0 0.0 152.2
Thailand 60.30, 836.0 0.0 0.0 107.3

Source: CAPMAS, FAO, Table 5-3
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Table 5-6: Egyptian Rice Exportsto Key Markets and Export Sharesin those M arkets,

1997
Region Country Pop. (mill.) Imports @ Egyptian Exports Per Capita
1999 @ (*000 mt) Vol % Total Rice Avail (2
('000 mt) (kg.)

Mediterranean

Arab Syria 14.95 136.1 417 30.6 9.6
Jordan 4.52 104.5 45 4.3 20.8
Lebanon 314 44.6 13.7 30.7 10.5
Libya 521 113.4 17 15 154

Mediterranean

Non-Arab Turkey 63.40 267.9 46.6 174 7.3
Israel 5.86 98.5 0.4 0.4 10.2
Italy 57.38 78.3 0.0 0.0 6.0
Spain 39.61 85.6 0.5 0.6 75

Gulf
Saudi Arabia 19.48 705.0 14 0.2 32.8
Kuwait 173 104.8 0.8 0.8 48.0
UAE 231 341.0 31 0.9 61.5

Black Sea
Romania 22.55 66.3 40.3 60.8 31
Bulgaria 8.39 34.2 5.7 16.7 3.3
Ukraine 51.06 52.7 13.7 26.0 18
Moldova 4.38 16.2 0.0 0.0 4.1
Russia 147.66 375.6 4.8 13 36

Africa
Sudan 27.72 19.9 13.3 66.8 0.9
Kenya 28.45 62.4] 0.0 0.0 33
Senegd 8.77 402.0 0.0 0.0 64.4
Cote d'lvoire 14.06 470.0 0.0 0.0 67.4

Major

Producers or USA 271.77 361.6 0.1 0.0 84

Exporters China 1251.16 330.4 0.0 0.0 91.9
Australia 18.33 42.8 0.0 0.0 8.2
Indonesia 203.38 348.1 0.0 0.0 146.9
Thailand 59.74 325.0 0.0 0.0 106.9

Source: CAPMAS, FAO, Table 5-3

64




6. AN UPDATE ON ESA RICE MILLS

This section will discuss briefly MVE observations on the activities and performance of the ESA rice
milling companies. MV E continuesto have difficultiesin obtaining timely and accurateinformation from
the Food Industries Holding Company (FIHC). Access to informationhas not improved perceptibly
after theincorporationof the RFM-HC intothe Food Industries Holding Company in December 1999.

6.1  Completion of Privatization

Six of the eight public sector rice milling companieswere privatized during afour-month period during
the second half of 1998 (and one at the beginning of 1998). Asshownin Table6-1, find gpprova for
transfer fromLaw 203 to Law 159 gstatus was approved for seven companiesin 1999, with adelay of
8-17 monthsfollowing the sdle dates.  Ninety percent of these companieswere sold to the Employee
Stakeholder Associations (ESAS) and now operate under Law 159. The last remaining public sector
company to undergo an ESA privatization was the Gharbia Rice Milling Company in July 2001. No
public sector rice milling companies remain.

Table 6-1: Sale and Share Data for ESA Rice Milling Companies

Sold% Sale Value (Million LE) )

Current Date of Final
Selling Private HC Private Approval to Law

ESA Rice Company Date Sector ESA | Share | Sector ESA Total 159 Status
Damietta & Belkas 1/1/98 0.1%| 90% 9.9% 0.005| 48.557 48.562 27/06/99
Sharkeya Mills 1/7/98 0.1%| 90% 9.9% 0.007( 38.691 38.698 4/3/99
Kafr El Sheikh Mills 27/07/98 0.1%| 90% 9.9% 0.005( 12.983 12.988 19/09/99
Rasheed Mills 26/09/98 0.1%| 90% 9.9% 0.005 11.498 11.503 30/10/99
El BeheiraMills 26/09/98 0.1%| 90% 9.9% 0.01| 21.780 21.79 8/8/99
DakahleyaMills 3/10/98, 0.1%| 90% 9.9% 0.02[ 36.713 36.733 27/06/99
Alexandria Mills 10/10/98, 0.1%| 90% 9.9% 0.01 26.775 26.785 10/7/99
Gharbeya Mills 01/07/01 0.0%]| 90% 10.0% 0.0 51.190 51.190 Not Yet

Source: MPE, Privatization Achievements, Sept. 2001

Inpractice, however, the Holding Company continues to control the operations of the ESA mills The
employees shares in the ESA milling companies are nomindly 90% but practicaly less, as the
employees supposedly buy stakes (or shares) of these companies on an ingalment plan over atento
thirteenyear period. None of the employee associationsin the ESA mills have made any paymentsto
the Holding Company to date. In addition, the Chairman of the FIHC chairs weekly mestings of the
public mill chairmenin Cairo to coordinate paddy procurement, milling, and export activities. Lagt, the
FIHC has intervened during the past two seasons to guarantee bank loans to ESA milling companies.
Without FIHC, most of the ESA mills could not obtain bank loans. While privatization has been
completed fromalega standpoint, the eight ESA milling companies operate more as public companies
under HC control, and the HC has amgority of seats on each company’ s board of directors.
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6.2 ESA RiceMilling Activity in 1999/00 and 2000/01

The ESA rice mills purchased an estimated 453,000 mt of paddy ealy in the 1999/00 season
(September to early December 1999) at prices ranging from LE 610 to 700/mt, consdered high by
the private sector.?® By the end of the GOE fiscal year (30 June 2000), the ESA miills hed only milled
and sold about haf of this paddy (as shownin Table 6-2). The rest remained in storage and was not
milled until the end of December 2000. The ESA mills drew down the paddy in storage steedlily over
the second haf of 2000, milling to fill government -to-government contracts with Libya and Syria.

Table 6-2: Paddy Purchases and Closing Stocks by ESA Rice Mills, 1999/2000 M ar keting

Season
(quantities in mt)
Paddy Bought | Paddy Milled, July | Paddy Carryover
Milling Company | Mill Type | in 1999/2000 1999-June 00 End of June 2000
mt mt % mt %

Alexandria ESA 31,750 15,895 50.1% 15,855 49.9%
Rashid ESA 28,881 28,018 97.0% 863 3.0%
”Behei ra ESA 53,103 28,584 53.8%| 24,519 46.2%
Kafr El Sheikh ESA 58,450 32,897 56.3% 25,553 43.7%
Gharbia ESA 65,201 20,086] 30.8% 45,115 69.2%
Dakahlia ESA 49,114 23,259 47.4% 25,855 52.6%
Damietta & Belkas ESA 64,365 28,515 44.3% 35,850 55.7%
Sharkia ESA 43,075 30,075 69.8% 13,000 30.2%
Upper Egypt Hour Gov. 8,850 490 5.5% 8,360 94.5%
MillgKafr Bahoot
Total 402,789 207,819] 51.6%| 194,970 48.4%

Source: FIHC, Paddy Purchases & Storage Sector. Unpublished data obtained by APRP/MVE.
Note: There was no paddy carryover from 1998/99 except for 20 mt of paddy by Gharbia Rice Milling
Co.

26 MVE is in the process of verifying earlier estimates of input, processed throughput and
output of the ESA mills in 1999/00 and 2000/01. The FIHC may have this information, possibly in a
consolidated form, but it does not make it publicly available. MVE has to visit individual milling
companies to obtain company by company statistics. Note that the paddy purchase figuresin Table 6-
2, an internally consistent set of estimates from one source, do not quite match information obtained
company by company. In the Rice Subsector Endline study, MVE will present its final and best
estimates of ESA rice mill operations.
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At the same time, the ESA mills cautioudy purchased more paddy, from the large summer 2000 crop,
to meet their milling requirements in 2000/01. Paddy purchases during the 2000/01 marketing year
appear to have been about half of the 1999/00 levels (an estimated 230,000 mt, whichMVE isinthe
process of verifying). This more conservetive buying strategy was a sensible adjustment to aggressive
buyingpracticesof the ESA millsin 1999/00, when premium priceswere paid following the first (1999)
of two very large paddy crops, leading to unusudly high carryover stocks.

The ESA rice mills specidize in milling and use ether the public sector Rice Marketing Company
(RMC) or the FIHC to export most of their milled rice that gets exported. In 1999/00, the RMC
shipped an estimated 80% of the total public sector exports of 26,399 mt. 1n2000/01, it shipped more
than any other exporter, 100,665 mt, of which approximately 60,000 mt was exported to Syriaand
Libyaand 40,000 mt to other destinations, particularly in Africa. RMC is hoping to export more in
2001/02, perhaps as much as 300,000 mt. The RMC's recent level of exports far outstrips its
shipments of only 15,080 mt in 1998/99 and 30,635 mt in 1997/98.

Incontrast, four of eight ESA millsexported directly in 2000/01, shipping only 9,139 mt of rice, 8.2%
of total public sector exports. Threemillsexported directly in 1997/98 and 1998/99. Private exporters
sometimes use ESA mills as a source of supply, but MVE has no gatigtics on how much of the rice
milled by the ESA millsis sold to the private sector.

The man RMC export deds are with Libya and Syria, negotiated as government- to- government
bilaterd trade agreements. Some of thistrade, particularly with Syria, appears to be barter trade, as
Syria ships vegetable oil in exchange for milled rice. Syrian Government tenders, announced by the
Minigtry of Supply, are for large volumes, typicaly 12,000 mt per shipment. The RMC has dso
exported smdler quantities to Irag and some Sub-Saharan African countries.

Export shipmentsto Libya, 121,059 mt over the past two market years, are as naturd whiterice, grade
2 or 3. Shipmentsto Syria can be either camolino, grade 2 or 3, or natura rice, grades 2 or 3. Most
of the RMC exports to Libya and Syriaare milled from short-grain varieties, typicdly Giza 177 and
Sakha 101, but Giza 178 can be used to produce lower-graderice. A couple ESA mills purchased
large volumes of Giza 178, representing over haf of their total procurement in 1999/2000, but for most
of the ESA mills, Giza 178 purchases represented less than one-third of total paddy purchases. Much
of the paddy milled for export to markets other than Libya and Syriaand for domestic sdeisGiza 178,
as these other countries are less demanding consumers of rice and buy on price rather than quality.

6.3 Employment at ESA Mills

Employment at the ESA ricemills, shownin Table 6-3, is now reportedly about 25 percent lower than
before the converson from Law 203 statusto Law 159. MVE data, collected from individua ESA
ricemills show that there were 4,928 employees of the eight companies midway through the 2000/01
marketing season. Thisis45.5% of thelabor force of 10,830 workersat these same companies, when
they were public sector firmsin the RFM-HC in April 1997 (see Table 9-9, p. 103, in the Rice
Subsector Basdline Sudy, 1999). Hence, it appears as if about 72% (an estimated 4,259) of the
decrease of 5,902 workers over the four-year period took place up to thepoint where privetizationgot
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underway (most of the ESA sdeswere made from July through November 1998), with a further 28%
decline in employment (an estimated 1,643 workers) coming from early 1999 to early 2001.

Nearly 1,000 workersacrossthe eight ESA milling companies were “on leave’ or “reassgned” tothe
Holding Company by early 2001. While these workers are not included among the remaining 4,928
employees of the ESA millsand are no longer paid by those companies, they are ill receiving pay from
the FIHC. Itisnot clear what FIHC intends to do with these redundant workers.

Table 6-3 shows disaggregated employment by worker category at 7 of the 8 ESA rice milling
companies?” From the figures presented in the table, MVE caculatesthat over one-quarter (27.7%)
of dl the workersare adminigraive or clericd. More than one-fifth (22.5%) work inrice milling, while
12.3% work in paddy purchasng and 7.3% in white rice sdles. Another 30.2% work in other
enterprises, most notably anima feed mixing (12.5%) and macaroni production(7.5%). The average
monthly salary of the 4,538 workersis LE 601, or $145 at the exchange rate prevailing in mid-
December 2001.

While someworkersretired at the normd retirement age or of their own valition, most left through early
retirement programs. At anaverage cost of LE 25,000 per early retirement, this means that the ERP
for 3,935 rice workers has cost about LE 100 million.?2 With the passage of time and inflation, the
typica severance package is now reported to be LE 30,000 per worker. With the significant
downgizing that has taken place during the past 4.5 years, further layoffs will most likdy be limited to
various adminigrative workers, where there still appears to be over-gtaffing.

Downsizing of the public-turned-ESA rice milling companies has been easer thanreducing the Size of
the labor forcein public oinning companies. Thisisdueto sgnificant private invesment in commercid
rice mills during the second hdlf of the 1990s, which created job opportunities for former public mill
manager's, technicians and laborers. In contragt, private investment in spinning has been modest. Most
spinning capacity in Egypt resides in public spinning companies, joint invetment companies, and
privatized companies, whichhave not hired many new workers. There has been far less new, start-up
private investment in spinning than in rice milling during APRP.

Employment in the public sector Rice Milling Company was 540 workers early in the 2001/02
marketing season. This represents a significant decrease of 55% fromthe 1,200 workers of 1995/96.
Nevertheless, employment of 540, with 100 working in adminigtration in Cairo and 440 working in
governorate offices, seems inflated for arice marketing company. Thisleve of

27 MVE was unable to obtain a breakdown of the 300 workers of Alexandria Rice Milling
Company who worked in administration and the rice-milling enterprise.

28 This calculation assumes that 2/3 of the departing workers chose early retirement and were
compensated, on average, LE 25,000 per worker.
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Table 6-3: Worker Numbersand Distribution by Category in ESA Rice Mills, Early 2001

Total
Employment Employment Distribution by Company Activities
Mo. Cost of Administrative Animal
Early [ Workers | Employment Finan- Rice Paddy White Rice | Macaroni Feed On
Company Apr-97 | 2001 | whoLeft | (LE million) Acct. cial Secret. | Milling | Purchase MKkt. Prod. Unit  |Other Leave
Sharkia Rice Mills 1,409 669 740 321417 100 80 30 100 40 40 78 121 80 83
Damietta & Belkas 1,152 399 753 208,333 30 50 10 60 20 20 30 100 79 50||
Kafr El Sheikh 1,243 539 704 258000 80 90 40 115 85 56 73 88
Dakahlia 1,102 449 653 215,118 55 70 35 80 35 45 73 56 71
Gharbia 2,101 1,234 867 516,545 120 115 87 216 210 88 75 235 88 158
Beheira 1,391 676 715 408547 65 54 40 125 130 75 109 78 105
Rashid 1,132 572 560 245,000 21 47 40 326 37 9 85 7 12
Alexandria 1,300 390 910 208,333 300 90 400
Total 10,830( 4,928 5,902 2,381,293 471 506 282 1322 557 333 341 655 461 967

Source: APRP/IMVE, Interviews with ESA rice mill officials.

Notes:

1) Employees on leave are on leave without pay or their salaries are paid by the Holding Company. These employees are not included in "Total Employment.”

2) Alexandria Rice Milling Company did not provide disaggregated employment data. Although the 300 active employees are listed in the rice milling category, they

should be distributed across the administrative, rice milling, paddy purchasing, and rice marketing categories.
3) Calculations of the percentages of employees in each employment category exclude Alexandria Rice Milling Company.
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employment reflects in part the large storage capacity of the RMC, which has 49 warehouses with a
capacity of 40,000 mt. Note that the RMC was muchmore heavily involved inmilled rice distribution
inthefirg hdf of the 1990s, which is reflected in its large Storage capacity.

6.4  ESA Rice Mill Paddy Procurement and Operationsin 2001/02

The ESA rice milling companies obtained substantial loans from public sector banks at the very
beginning of the marketing year, which they used to buy sgnificant quantities of paddy. Thefinancid
package, guaranteed by the FIHC, is reportedly LE 250 million, loaned a commercid interest rates
of 13% per annum for up to one year, whereas the FIHC was able to obtain loans of LE 120 million
iN1999/00. Thepaddy procurement target for 2001/02is500,000 mt, but likely lesswill be purchased
due to the strong rise in paddy prices by late October 2001, reportedly in anticipation of asecond year
of riceexport subsdies. As of thiswriting, the GOE isfinandaly squeezed and subsidieslook unlikely.
Neverthel ess, average paddy procurement pricesfor thefirgt 4- 5months of the marketing season, when
the vast mgority of trader and miller purchasestake place, will probably becloser to LE 600/mt, which
will decrease total paddy purchases by ESA mills to the 400,000 to 420,000 mt range for 2001/02
(barring further increases in bank loans).

The ESA rice mills anticipate once again that most of their ricewill be destined for export, particularly
to Libya and Syria. Domestic sdles are likely to be minima, as aggregate consumption may decline
somewhat (givenhigher retall pricesfallowing the smdler 2001 crop), and as ESA millshave higher per
mt processing costs than private sector mills ranging from smdl village “ sngle-pass’ millsto multi-step
commercia mills capable of processng 50 -100 mt of paddy per day.

6.5 TheFutureof ESA Millsin Egypt

MVE intends to address thisissue in greater depth in the Rice Subsector Endline report that will be
completed during the spring of 2002, anticipating complete and cross-checked dataonmill operations
for 1999/00 and 2000/01 and a mid-market year assessment of milling and saes activities during
2001/02. MVE isatempting to obtain someinformation on thefinancid performance of the ESA mills,
though such information is not readily available,

Based oninformationfrominterviews, the ESA millsappear to be doing better thanthey didin1998/99
and 1999/00, when too much paddy was procured at high prices. Paddy purchases were more
conservative and at far more favorable prices in 2000/01 and carryover stocks were far lower by the
end of the 2000/01 fiscal year than ayear earlier.

The GOE, HC' s and ESA millshave emphasized in the past that they can produce higher-qudity rice
than the private sector that can meet more demanding export market specifications. Most of the
equipment at ESA mills was manufectured by Buhler or Sataki, two worldwide leaders in rice
processing technology and machinery. Some of this equipment is now dated, but it appearsto bein
good running order. Mogt of the output of the ESA mills, probably three-fourths, is now exported.
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Despite large shipments of ESA-milled rice to Libyaand Syria, mainly through the public sector Rice
Marketing Company of the FIHC, during the past two years, the GOE has brokered these deals at
pricesthat are favorable to the ESA mills, which face higher processing cods than private mills. The
FIHC has had to step in and guarantee finance to the ESA companies or they would not be able to
operate at anything near the capacity utilizationthey operated at during the past two years. Theseloans
from public sector banks have been at commercia rates of interest during the past two years, a
departure from chegper credit policies of earlier years, however.

It gppears asif Sharkeya and Rashid Rice Milling Companies can survive over the long term, in part
becausethey have successful ancillary enterprises (macaroni productionand anima feed units), but al'so
because they appear to be better managed than the other ESA mills. Such an assessment is offered
very tentatively, however, as MV E haslimited access to economic and financid information about these
mills

Nevertheless, MVE gets hints of which ESA milling companies are better run in interviews. For
earpgeamaag dtheRaidMilingCarpany atiouated adrategy far meking best usedf theESA mills Hes opesiditret STeller
piveernilisfarakdet) dbtredeairgadddrUling esndl estreginrdrgd husswhletelageutenESA mrillssauddotrefird pocesing
sirgadbagy HairpddUingidkepasinud asssdsoa iscbnantrargontasss ftissobdierardnoeadiedvaiocbdyirgd pectly
invillages. Hence, Rashid will buy riceprocessed by smdler millsand compl etethe polishing and sorting
when it can; the rdationships among the prices of paddy, semi-processed rice, and fully milled and
bagged rice delivered to exporters must, of course, be such that the ESA mills can acquire the semi-
processed rice at areasonable cost, alowing themto finishthe milling process and add vaue profitably.

Thsmaregsrdsoidkaddn teddidirgnmockhvilapemrillsioceroraraegee derirg d pecty befaeilirgardpape rerdirg o villecliice
poessint et ssd temilingo/de Hegudedm e ineyaiontainesndagesd icpoesig wihmoear inosqedand ills
Thiswoudreducemillingandfirenang aogts eswel ad edingtoahigher-qudlity, exportableproduct. Themilledrice
coming out of many of the samdl- to medium-scale private mills, which invariably operatewithcheaper
Chinese milling equipment, is generdly not suitable for direct export. It isinteresting to note that one
of the largest-volume private exportersis operating largely in a way consstent with what the Rashid
manager identified as an optima Strategy. This exporter has polishing, sorting and bagging equipment
at hiswarehouse. Hetypicaly buys rice processed (first step) in smdl- to medium-scde private mills

Despite glimpses of better management, the very prominent market presence of the ESA millsraises
guestions. For how many more marketing seasons will ESA mills require FIHC guarantees in order
to obtain finance? How much longer will the FIHC hold weekly meetings with the heads of the ESA
mills to determine paddy buying levds and strategies and hence operating levels? Without the
government-to-government export dedl's, could the ESA mills survive, or do they require aprotected
market niche where the deds with foreign county importers are not highly price sendtive? The Rice
Subsector Endline report will attempt to answer some of these questions, with the cavest that our
ability to do an in-depth assessment of the ESA mills depends entirdy on the willingness of FIHC
officids to meat with us and address the issues candidly. Without this cooperation, MVE can obtain
information in a partid and laborious way, but it lacks the rigor, internd consistency, and the
comprehensveness of a serious economic andyss.
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7. MVE RECOMMENDATIONSON POLICY AND REGULATORY ISSUES

Thericeindustry has enjoyed greater success in influencing policy during the past year or so, usngthe
Rice Subcommittee of the ACC to advocate particular policies and the Rice Branch of the Cereals
Industry Chamber. Both were ingrumenta in convincing the GOE to subsdize rice exports during the
2000/01 marketing season, which led to record shipments. It is not clear whether the GOE will
subsidize rice exports again in 2001/02, but this appears to be unlikely given budgetary congraints.

In early November 2001, the Rice Subcommittee of the ACC has asked the GOE for permissionin
2001/02 to import up to 75,000 mt of medium- and long-grain paddy fromthe U.S. for processing and
export of themilled rice. The strong rise in paddy procurement prices from LE 450-500/mt at the
beginning of the marketing year to over LE 600/mt by late October prompted thisrequest. Ricemillers
and exporters charge domestic traders with hoarding paddy in anticipation of a strong price rise due
to the expected rice export subsdies.

Clearly, ricemillersand exporters have better access to policy-makers than they had five or even two
years ago. There are, nevertheless, items onthe policy and regulatory agendathat have not been fully
addressed:

Allow Imports and Exports of Paddy and Cargo. Exportsof cargo have been permitted for 4-5
years, while HE Minigter Y oussef Wally announced during the 2000/01 export marketing season that
exports of paddy were alowable.

The import rules are less clear. Large-volume rice traders asked the GOE for permission to import
paddy inearly 2001/02, presumably becauseit hasnever been done before and might not be permitted.
InEgypt, the private sector’ s operative assumptionappearsto bethat unlessa high-leve policy-maker
explicitly statesthat it is permissible to do something in business or trade, it isbest to assumethat it is
not legd. Thisisavery different mindset thanthat of North Americanbusinessmen. Asaresult of the
private sector’s hesitancy to do anything without explict GOE blessing, it would be ussful if aGOE
offidd, suchasHE Y oussef Wally announced that rice millersand traders are freeto import and export
al types and grades of rice, at different stages of processing, provided that phyto-sanitary regulations
are met.

Lower the Rice Tariff. Protection of nearly 30 percent makesriceimports prohibitively expensivein
most years. Although the MALR, the Ministry of Industry and producers want protection, traders
could import rice during years of short paddy crops to help meet domestic requirements, while
maintaining export shares in key markets. Consumers, particularly lower-income households, would
benefit.

After attempts during two APRP Tranchesto lower the tariff werethwarted, thisissue is off the reform
agenda for now. The smaler 2001 paddy crop may not cover 2001/02 domestic consumption
requirements a prices that many consumers can afford. This could force the tariff issue back on the
table.
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GOE Intervention in Paddy Price Policy Should be Avoided. Higoricdly, GOE interventions tend
to be de-gtabilizing rather thangahilizing, dthoughmillersand exporterswere delighted withrice export
subsdies announced in January 2001. The declaration of a mid-season minimum paddy price for
producersby HE Minigter Y oussef Wally January 2001 had a short yet inggnificant impact on paddy
prices. It came too lateinthe paddy buying season, after many farmershad sold their paddy to traders
and millers, to benefit most farmers. During the past severd years, Minister Wally has announced
producer paddy prices. Thishasgenerally influenced producer and trade expectationsof paddy prices,
though underlying market fundamentals, once widdy grasped, tend to be the driving forces.

The announcement of a minimum paddy price of LE 600/mt in 1999/00 was insrumentd in setting
opening prices & unusudly high levelsin the fal of 1999. Since the ESA miills recaived dgnificant
finance early to begin buying paddy, they began the season buying at prices that later proved to be
unjudifiably high. This limited export shipments and led ESA mills to carry over large volumes of
paddy, purchased infdl 1999, into the next marketing season. In contrast, the second huge paddy crop
of 2000 overwhelmed any public attempts by Minister Waly to talk up the producer priceto whet the
MALR deemed a far leve of LE 500/mt or more. Large carryover stocks, plus a second bumper
crop, forced producer pricesto very low levels, LE 300-400/mt, during the main buying months of the
2000/01 marketing season. The announced minimum paddy price of LE 500/mt in August 2001 has
been uphdd and exceeded by awide margininOctober and November 2001, asthe 2001 paddy crop
is smdler and there are dlegations of hoarding by traders anticipating rice export subsidies. In
conclusion, it gppears as if GOE paddy price announcements have actudly st minimum buying levels
inone of the past threeyears, 1999/2000. Most industry participants, other than farmers, prefer to see
the GOE not intervene in paddy pricing.

Generate Reliable Forecasts and Estimates of Rice Area Planted and Production. Asin earlier
MVE rice reports, we stress the importance of improving the rdiability and timeliness of estimates of
rice areg, yied and output, by variety and by governorate. The divergence between the MALR
announced rice area and MWRI unofficid estimates suggest that the published MALR datigtics are
unreligble. Private traders, millers, exporters and prospective importers need reliable information on
supplies (a aminimum, production, but dso including stocks) to run their businesses effectively.

It is important to note that there is a substantia lag between the time when areaand yidd estimates
become avaldble to MALR insders (typicaly by late August) and the time when such data are
published, typicaly after the main months of the paddy buying seasonare over. 1n an open, liberalized
agriculturd economy, thisissmply unacceptable. Whenasked why MALR estimatesare not released
publicly as soon asthey are generated, informants state that the Minister and other key MALR dfficds
prefer to walt to see how the harvest goes, how plentiful paddy and rice supplies seem to be, and what
paddy and rice prices are during the firg four months of the marketing season. No one wishes to
release estimates that could potentidly embarrass anyone. This leads to ddlayed issuing of officia
figures until December or January in many years. Since improved, timely production and market
information is an essentid prerequisite of aliberdized rice market, these delays should be diminated.
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Consult the Industry More Closely Before Making Major Varietal Changes. Although large
commercid millers and exporters have accepted the phasing out of Gizas 171 and 172, due to
susceptibility to rice blast, they il wish to be consulted on rice varieties and to influence breeding
decisons. Beginningin March 1999, thericeindustry and asenior MALR breeder and officid entered
into adidogue aout the characteristics of different rice varieties. At firg cantankerous, these initia
discussions seemto have beenfollowed by periodic MALR presentations infront of industry audiences.
Exporters and millers are pleased with Giza 177 and Sakha 101, whichhave replaced Gizas 171 and
172 as the top-quality short-grain export varieties.

Incontrast, industry opinions of Giza 178 and Sakha 102 are generdly negative. Millersand exporters
date that Giza 178 is dark, has ahigh proportion of chaky and discolored grains, and hasthin grains
susceptible to breakage when milled. Sakha 102 hasfaced problemsin 2000/01 and early 2001/02.
It dso has low milling yields, though it is not entirdly dear whether this is an intringc problem or one
linked to inadequate drying and milling of paddy with too high a moisture content. Whatever the
problem, exporters don’'t consder Sakha 102 as exportable. Giza 178 was exportable in 2000/01,
because its exports to less discriminating, lower-income markets (mainly in Sub-Saharan Africa) were
twice as heavily subsidized as other varieties.

While an intermittent didlogue between leading millers and exporters and the MALR has been
established, it could be strengthened. Rice industry |leaders could provide more forma input into the
ARC Rice Research Indtitute' s breeding and varietal selection program. Data could be collected on
milling yields of different varieties of paddy, under both experiment station (Rice Technology and
Traning Ingtitute) and field conditions (at typica, representative mills of different types and scae of
operation). Rice researchers could aso initiate cooking and consumer taste tests to determine which
varieties have the most suitable consumption characteristics.

Srengthen Rice Stuation and Outlook Reporting, Including Reporting of Accurate Price
Information. The void of useful public information for the indudtry is being filled in part by an
APRP/RDI effort to develop aweb stefor rice. APRP isworking closaly with the MFT’ s Egyptian
Export Promotion Center to collect and post (onthe web site) weekly data on ex-mill whiterice prices
and FOB mill export prices. AsAPRP movestoward closure, it isnot clear, however, how this effort
will be sustained. EEPC saff are being paid sdary supplements by APRP to collect the weekly rice
price data. It isnot certain that EEPC hasor will budget fundsto continue this effort. Updating of the
web dte is somewhat erratic aswdl. What isavauable initiative to generate new information that no
public agency has ever collected in Egypt may be the victim of coming too little, too late in the APRP
program to be sustained. Thiswould be unfortunate, but ultimately it is the responsbility of the MFT
to evaduate suchinitiatives (EEPC data collection and posting to web site) carefully and earmark funds
for the continuation of the stronger ones. Asthe second most important agricultural commodity export,
any wel-concelved initiative to improve rice price data would appear to be worthy of sustained GOE
funding.

An important concomitant of accurate price reporting is information about traded volumes. In most

years, paddy producers sell much of their paddy during the 3-4 months after the harvest, because they
need cash. In afew unusua years, such as 1996/97 and 2001/02, some farmers and many small,
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medium and large traders aredleged to be halding paddy stocks for severd monthsin anticipation of
higher prices. Weusetheword “aleged,” becausethere smply areno dataavailable on paddy storage
practices.?® Clearly, good S& O reporting would include empirically derived estimates of paddy stocks
held by producers, traders and millers® Having a good idea of paddy stocks, dong with crop size
estimates, helps private sector participants to make better business decisons. It aso alows the
government to monitor developments in the rice market more closely and accurately.

Allow the Egyptian Pound to Float. The steady depreciation of the Egyptian pound in the fal of
2000 and its devduations in early August and mid-December 2001 were positive Sgns that the GOE
wishes to aign the pound more accurately and in amore timdy manner with itsred vaue againg the
U.S. dollar and other currencies. The onceexplicit and now implicit dollar peg will probably be phased
out infavor of tying the value of the pound to abasket of currencies of mgjor trading partners, induding
the U.S,, the EU (the euro), Japan (the yen), and perhaps severa Gulf trading partners.

Hoating of the pound will make Egyptian rice more competitive in world markets, whereinternationd
rice prices reman depressed at higoricaly low levels (see USDA/ERS Rice Outlook, December
2001). If the GOE decides not to subsidize rice exports, as it did in 2000/01, smooth and timely
adjusmentsinthe vaue of the pound will be essentia to maintaining competitivenessinworld markets.

By dlowing the pound to depreciate, the LE cost of importing ricewill rise. Thiswill makeit eedier to
remove or reduce the 20% tariff (plus 5% morein saestax and 3% in various fees). An overvaued
pound not only pendizesrice exporters, but it makesimports artificidly chegp in loca currency terms.
During the 1990s, the nearly 30% protection of the tariff, sales tax and fees could be viewed as
necessary to offset the degree of overvduation of the currency. As the pound has been dlowed to
float, this argument to maintain a protective tariff can no longer be made.

29 Note that APRP/MVE conducted a final producer survey of 750 farm households in
November 2001, which obtained a snapshot of on farm paddy stocks. These data are being entered
and cleaned.

%0 Producers and traders hold virtually all their stocks as paddy. Milled rice is subject to
deterioration and loss. Millers also hold paddy stocks, depending upon their financial resources. They
are loathe to hold milled rice stocks, because they need to turn over their capital, once the rice has
been milled, to procure more paddy.
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ANNEXES

Rice Milling and Consumption in Upper Egypt
Selected Rice Subsector Statistics
Rice Prices and Returns versus Other Summer Field Crops

GOE Announcements and Selected Newspaper Articles on Rice
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